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FOREWORD 


India has been the home of textiles from times immemorial. The 
fabrics which her handicraftsmen produced were unequalled for their 
beauty and delicacy and found their way into every part of the world. 
It was, therefore, appropriate in a sense that the first large-scale industry 
lo be developed in this country should have been concerned with the 
manufacture of textiles. Next year will mark the Centenary of the 
foundation of the first Power mill in India. 

The Industry occupies a very important })lace in our national 
economy. The capital sunk in it is over Rs. loo crores, the annual 
output is of the order of Rs. 500 crores, and more tlian 7 lakhs of 
workers are employed, apart from the large numbers engaged in ancil¬ 
lary trades. With abundant labour and raw materials and a vast home 
market, it is not surprising that India should be in the front line of 
textile manufacture in the world. 

Mr. S. D. Mehta has made an exhaustive study of the Industry, and 
the pages that follow arc a witness to the ability and thoroughness which 
he has brought to bear ujx)n his task. Every aspect of the subject has 
been included in his survey, which is a critical study of the equipment 
pattern, organisational set-up and financial structure of the Industry. 
For the purpose of the study, Mr. Mehta acquired first-hand knowledge 
of mill routine and i>ractices in different centres of the Industry. The 
result is a thesis of considerable interest and merit, on which the author 
is to be sincerely congratulated. India could do with more such 
researches in the industrial and economic fields ; her fast growing im¬ 
portance as a producer of goods demands more and more of the scienti¬ 
fic approach to the problems connected with large-scale industries. 

The Textile Association (India) are the sponsors of the publication, 
and 1 hope both author and publisher will have every reason to be satis¬ 
fied with the response they receive from the interests they have 
endeavoured to serve. 


H. P. MODY. 


Bombay, 

March 6, 1953. 



PREFACE 


The cotton textile industry in India is a pattern of many variables, 
economic and non-economic. It is to an examination of the former 
set of variables and their relationships inter sc that the present book is 
directed. There has been a constant endeavour to restrict the examina¬ 
tion to the essentially structural, j)crmanent aspects of the industry, 
welding these into an aggregative, national picture. A regional or 
local variation has been permitted to appear in the picture only when 
it modifies the naticnuil pattern, or presents the latter in a very different 
light than would have otherwise been the case. That this has to be 
often done only points to the difficulties which inhere in all studies of 
industrial economics in countries of great regional diversity in wages 
and work methods. 

The present book, it is submitted, is analytical and evaluative in 
character. Recommendations, therefore, fall outside its scope except 
where they issue from the former and may not be excluded without 
seriously detracting from the usefulness of the analysis or the evaluation. 

The cotton textile industry is interpreted in a wide sense to include 
besides mills, other members of the textile family as well. Powerloom 
factories, the liandhjorn industry, the ‘ independent ’ processors, and for 
certain limited purp(;ses, even the hosiery intlustry arc included in the 
compass of the present inquiry. Cotton mills, nonetheless, constitute 
the focal point of the entire work. An extcndcil interpretation of this 
character has (wo advantages : one, it ensures a broader perspective in 
greater consonance with the realities ; and, secondly, it facilitates a more 
integrated understanding of the problems and patterns in the Indian 
textile world. 

The conclusions arri\ed at in this book are baseil cm diverse sources 
of information. 

In the first place, detailed conversance was obtained with mill 
routine and practices, over a period exceeding one year in more tlian 
thirty mills in liombay, Ahmedabad, Delhi, Coimbatore, and Madura. 
{sec Appendix, p. 2iq.) This was supplemented by elaborate, jrer- 
sistent questioning of over eight humlred persons connected in various 
capacities with the industry. Technicians at almost every level of the 
technical hierarchy, mill executives, managing agents, traders, trade 
union leaders, and handloom weavers comprise the bulk of this list. 
The emphasis in these personal queries was almost always on the speci¬ 
fic problems of particular mills or mill companies, rather than on the 
broad issues facing the industry as a whole. This has enabled, it is 
believed, the generalised statements on the working of the mill industry 



to Ikivc a direci, close resemblance to the actual experience of the indi¬ 
vidual units in the industry. 

Other sources of information have also been tapped liberally. 
These include, apart from the literature existing on the subject, the 
information now available as a by-product of the administration of con¬ 
trols ; the data collected, thcjugh not always in the most useful form, in 
the Censuses of Manufactures ; the information contained in case law, 
especially industrial ; the scanty, but pertinent data to be f<jund strewn 
in the uninviting reports on municipal administration ; and, the finan¬ 
cial statements of public limited companies. To a smaller extent, 
biographies and sociological literature have been of help. 

The impressions thus formed, aiul the knowledge thus gained have 
been sifted to arrive at a set of veriiied facts. An attempt, necessarily 
more intuitional and deductive than the first stei) just mentioned, has 
then been made to discover the connections between the facts or groups 
of them. Tile results have been verified, in addition, with liistorical 
data where available, and in the absence of a conclusive answ^T from the 
former, reliance has been placed on logical consistenev. 

It is iK^t tiermissible to imply from the preceding paragraphs that 
the mass of available information necessarily provides an answer, or w'hen 
it does, that it is tlie right one. The data (esjiecially, the statistical) 
suffer from several limitations—inconsistency over a period of time, 
discontinuity, and the e^XT-present possibility of multiple interpretation. 
In other W'ords, the data is surrounded to a very unusual degree by wdiat 
Professor Pigoii calls the ' penumbra of uncertainty '. 

Pul if this were granted, the very consitlerahlc amount of ejuanti- 
hcatioii of economic magnitudes attempted in the present work may 
well be (]uestioncd. The justifications are three in number. First of 
all, the limitations td the data Iiavc been consistently pointed out and 
stressed, even at the risk of bringing in some discontinuity in the flow' 
of the argument, and sulTcriiig the presence of irritating, repetitive side- 
phrases. This should be adetjuate protection against misconstruing the 
extent of reliability attaching to the cjuantified statements. Secondly, 
it should not be difficult to sec the greater reliability of, and smaller 
j)otcntial for misrepresentation in an approximately quantified state¬ 
ment wdien com|)ared to any adjectival equivalent tliereof. Finally, if 
one be permitted to benefit from hindsight, quantitative statements 
(even wlicn only rough and crude) do not breed blind spots in other 
generalisations, w'hich in their very nature, have to be exclusively 
qualitative. 

To sum up, the [)rospccting for information lias extended far and 
wide, though the assaying has been done on the basis of criteria which 
sometimes appear to be unduly cautious. The resulting statement of 
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the economics of the cotton textile industry in India is in many signi 
licant respects materially different from the picture which extant litera¬ 
ture seems to suggest or to impute. 

One valid commentj however, may be made. The implications, 
logical and factual, of every trend noted herein have not been usually 
worked out in the larger context of the total Indian economic situation. 
Although it is recognised that cotton textiles constitute the dominant 
facet of the growth of large-scale industry in India, analogous extension 
of the results to other fields of Indian industry is generally avoided. 
This is not to deny either the permissibility or the significance of inter¬ 
pretation with the aid of analogy. This voluntarily imposed restriction 
is only a recognition of the fact that Indian industrialisation is a mucli 
larger canvas, needing its own, different paints and brushes. The 
author is at present actively engaged in such a larger study. 

The findings of this stuily difier in several imj)ortant respects from 
its predecessors. These differences extend beyond the nature and scope 
of the inquiry. To a very large extent they arise from the adoptir)n of 
lutherto neglected criteria of judgment, or the application of unidcntical 
degrees of crnpljasis. 

A more explicit statement of the more important of these evalua¬ 
tive criteria, and their most significant implications should aid in a better 
understanding of the pages to follow. 

Thus, a clear understanding of the principles of textile :echnologv 
is fundamental to a proper, and often, correct understanding of the eco¬ 
nomics of the cotton textile industry. The acceptance of this first ])rin- 
ciplc leads, directly anil indirectly, to several other results of consequence. 
Firstly, textile technique is seen to be divisible into two types of juo 
ccsses, physical and chemical. The former usually (though not always) 
precede the latter, and in general, both are j^erformed on numerous 
machines which are replicas of each other, rather than one huge machine 
which is true, say, of a steel furnace or a cement kiln. Indivisibilities 
of output associated with large-scale machines, it then follows, arc not 
of paramount consequence in the cotton textile industries. As a corol¬ 
lary, tlic search for optimum physical scales of o|x:ration is likely to be 
largely elusive. Secondly, the cotton textile industry is par excellence 
illustrative of a multi-product industry of non-homogenous products. 
Aggregates of output, whether of yarn or of cloth, have therefore differ¬ 
ent meanings in different contexts and could be misleading, not only 
with regard to the quantum but also with regard to the direction of the 
cliange. The implications of these in measuring changes in industrial 
activity have not always been recognised. Thirdly, the necessity 
follows, almost automatically, of appraising the equipment patterns and 
their evolution, and allowing the appraisal to react fully on our under 
standing of almost all other facets of the industry. 
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Likewise, the impact of wage levels (or, rather diflfercnces therein) 
on the expansion patterns of the cotton mill industry has not always 
been adequately realised. Viewed in that light, the early concentration 
of the mill industry in Bombay City is equivalent to industrial agglo¬ 
meration at a single level of labour costs. The later deglomeration of 
the industry, it follows, is the creation of an industrial structure which 
is differentiated not only in terms of regional locale but also in terms 
of wage levels. In terms of national income analysis, it denotes a 
reduction in the capacity to generate money incomes in each succeeding 
unit of cotton mill expansion in real or physical terms. Deviation in 
rates of regional expansion from the national pattern, therefore, becomes 
characteristic f)f the Indian mill industry. 

Another factor of some consequence may also be mentioncil. 
Prior to the partition of India, national production was always a smaller 
quantity than national demand (and usually, supply). In other w^ords, 
the growth of the mill industry followed in the wake of an extant 
ilemand, denoting a continual (though not always easy) displacement 
of the foreign supplier, rather than a direct, })arallcl increase in the total 
internal ilemand (or, supply). 

This statement of the more significant differences in approach and 
evaluation, it is to be hoped, leads to a better understanding of the 
succeeding analysis of the structure of the cotton textile world. 

The country is now committed to a policy of planned develop¬ 
ment, as enunciated by the Planning Commission. It will, therefore, 
be useful to examine the facts presented by them, the principles laid 
dowm, and the programmes recommended by them in their monumental 
Report, in the light of the conclusions emerging from the detailed ana- 
Ivsis undertaken in this book. 


The Planning Commission have envisaged the following pro¬ 
duction targets for the cotton mill industry and the handloom industry : 


1. Vani (in. lUs.) 

L>. Mill Clotfi (m. yds.) 

I'l. Itandlooin (llolli (in. >ds.) 


ton in 
19 ^ 0-51 

1,179 

SIO 


Productio7i in 

\Mi) 

4.700 

1.700 


To put it alternatively, the Planning Commission visualise an increase 
in output of 1,872 million yards, the mills adding 982 million yards, 
and the handloorns, 890 million yards. The mills arc recjuired to add 
only about 30"^ ,^ to the volume of their output in 195051 in the next 
five years, whereas handloorns are expected to raise their output by no 
less than 109%. 


The Planning Commission, talking in more general terms, call for 
an economic environment in which village industries have a reasonable 
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chance of succeeding, and for lliis purpose, ‘ mutual exchange ' of giKxls 
on a ‘ local ’ basis is necessary, and should be developed, according to 
them. They call for a co-ordinated production programme for both 
the large-scale and the small-scale industries, to be organised in general 
terms to start with, and in closer integration at later stages. 

A co-ordinated programme of production will comprise one or 
more of five items : reservation of spheres of production ; non-cx})ansion 
of the capacity of the large-scale industry ; imposition of a cess on the 
large-scale industry ; arrangements for tl)e supply of raw materials ; 
and, finally, co-ordination of research and training facilities in the handi¬ 
craft industry. The programme, as a necessary implication, will involve 
a measure of control by the Government on the organised sector of the 
industry. 

Tlie cess on large-scale industry, it is suggested, has a two-fold 
aim, although it is recogniscti that it must of necessity be small. 
Firstly, it should act in the direction of equating the costs of production 
for the two sectors, and secondly, it must provide funds for technical 
and other improvements in the small-scale industry. 

The Planning Commission's reasojiing is revealing of many incon¬ 
sistencies of fact and logic, as also of a failure to carry their own funda¬ 
mental assumptions to the logical conclusion. 

The targets of output in the handlocjm sector, supposedly based 
on full utilisation of all handlooms, are unrealistically high. They 
imply a level of production far above that achieved at any time in the 
liistory of the handloom industry. They assume, very unrcalisticallv 
again, that output in the handloom industry can expand to 1,700 million 
Yards, without leading to a simultaneous increase of great ilimensions 
in the number of handlooms. One has only to recall the addition of 
nearly one million handlooms in the last ten years, notwithstanding the 
general shortage of yarn, to realise the dangers of uncontrolled expan¬ 
sion in an industry, whose economic roots largely belong to the past 
and not to the present. It is difficult to comprehend how an industry 
whose marketing structure is geared for die bulk of its output to tradi¬ 
tion and habit, can hope to achieve so high a rate of annual output in a 
period of just three years from now. 

More fundamentally, the question arises : does the acceptance of 
the vital role of small industry imply the continuance and even expan¬ 
sion, of every industry organised on that basis ? Docs the Planning 
('ommission recognise the fact that any rapid rate of economic advance¬ 
ment necessarily involves the withering away of archaic, uneconomic 
techniques of production r How is the Planning Commission’s insistence 
on technical improvement and the use of electricity as a means of power 
to be reconciled widi its plans for increasing the output on handlooms r 
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While none siiould grudge all reasonable measures to elieei the 
transition from the handicraft to the machine stage smoothly, and with 
the minimum of social disturbance, one fails to see the rationale behind 
a planning approach that negatives the very basis it enunciates. 

One wonders whether an economy which operates on the basis of 
a declared aim of developing its productive resources and technique at 
a Jiigh pace affords any reasonable prospect for “ creating an economic 
environment in which they (village industries) have a reasonable chance 
(jf succeeding and “ growing on the basis of local demand Are 
the latter consistent with the former ? Is it possible to have rapid eco¬ 
nomic progress, when the price for it, namely, the discarding of old 
techniques, is not acceptable r It is indeed difficult to escape the feel¬ 
ing that the Planning Commission have evaded the problems arising 
from technological change, and to the extent to which the latter is 
synonymous with economic progress, they have taken cognisance only 
of the credits and ignored the debits altogether. 

The Planning Commission’s faith in the efficacy of reservation is 
rather difficult to understand. Reservation helps only those who are 
engaged in the production of the varieties reserved, or those who can 
shift to the production of the latter, and it is against the facts to grant 
that these two categories cover the entire handloom industry. Alter¬ 
natively, reservation is only a partial palliative. Secondly, it ignores the 
possibility of competition from the ‘ powerloom ’ industry, which it 
appears, will be the major beneficiary from any such policy. Thirdly, 
it underestimates the possibilities of customers getting adjusted to sub¬ 
stitutes of mill origin (especially, in the case of sarees) rather than to 
handloom products. Fourthly, the tremendous organisational implica¬ 
tions on the side of marketing, finance and production do not apjiear to 
have caused any concern to the Planning Commission. Fifthly, the 
disastrous impact of any drastic policy of reservation on the establishetl 
industrial economy appears to have been lightly dealt with by the Plan¬ 
ning Commission. Sixthly, it is not realised that reservation only offers 
scope for additional production on the part of the handicraft industry. 
It does not amount to a diversion of raw material supplies from the 
large-scale to the small-scale industry, particularly when the former can 
easily take to the production of other permitted varieties. And, finally, 
the Planning Commission have failed to appreciate the tremendous 
costs of a recurring character involved in their plea (see Chapter IV, 
pp. 114-iic;), provided the handloom weaver was expected to earn a 
reasonable wage for his labours. 

In fine, the Planning (Commission have not appreciated all the 
implications of their avowed policy of rapid industrial progress ; they 
have, as a result, recommended targets for the handloom sector which 
are wellnigh impossible to reach, without appraising the full costs or 
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ihc efficacy of the methods they have advcjcated to enable the tarirets 
to be a[)proachcd. 

A very pleasant duty remains to be performed. As a recipient 
of willing; co-operation from many quarters, the author has incurred 
obligations, all of which may not be even enumerated, for which the 
expression of thanks is only an acknowledgment ol gratitude. 

To Seth Hhogilal Leherchand of the Shree Ram Mills, Bombay, 
the author is indebted for unequalled facilities f)f study, over a period 
of six months. 

Among other Jiianaging agents, sj>eciai thanks are due to the lati 
Lala Sir Shanker Lull of the Delhi Cloth Mills, Delhi, and Seth C. M. 
Khatau of the Khatau Mills, Bombay ; to Seth Kaslurbhai Lalbliai, Seth 
X’^adilal Lallubhai, Seth Ratilal Nathalal, and Sri Gautam Sarabhai, all 
of Ahmedabad ; to Messrs. W. H. Brady & Co., Ltd., and james Fin¬ 
lay 6 i Co , Ltd., of Bombav : and to Messrs. A. Sc F. Harvev, Lit!., ol 
Madura. 

Among top executives, Messrs. V. S. Sundaram, 1 . Ashwa)rth, 
C". 11. Desai, S. A. Kher, R. K. Parikh, A. R. Desai, and P. H. l>hiitta 
have been extremely helpful. 

Sankalchand G. Shah, and B. C. Sutaria have aided in understainl- 
ing the problems of the trading agencies. 

S. P. Dave of the Textile Labour Association, Ahmedabad, and 
G. D. Ambekar of the Rashtriya Mlill Mazdoor Sangh, Bombay, are 
the two labour leaders who have been uniformly co-operative. 

To Professor C. N. Vakil, under wLose guidance this study was 
carried out in satisfaction of the requirements laid dowm by the Univer¬ 
sity of ]k)mbay for the Ph.D. Degree in Economics, I am thankful for 
valuable advice and active encouragement unfailingly made available. 

The Textile Association (India), the premier Indian organisation 
of textile technicians and administrators, are branching into a new field 
of activity wu’th the publication of the present book. 1 sincerely thank 
them. 

Sir Homi Mocly has been kind enough to find time from his 
diverse activities to go through the book, and has contributed the Fore¬ 
word. To him I am deeply grateful. 


Bombay, 
March, 1953. 


S. D. MEHTA. 
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The Textile Association (India), a body of textile technicians and 
ailministrators, foundctl in April 1939 , has grown into an all-India 
organisation. One of the leading institutions of its kind, its varied 
activities cover an all-India field through its ten branches located in 
Ahmedabad, Baroda, Bombay, Khandesli, Madhya Bharat, Madhya 
Pradesh, Sholapur, South Intlia, Uttar Pradesh and West Bengal. 

With the service of tlie Textile Industry as its general aim, the 
Association promotes the science of Textile Technology and grants 
diplomas in Associateship and Fellowship of the Association. The 
Association confers its Honorary Membership on individuals who have 
rendered distinct and meritorious services to the industry. Dissemination 
of up-to-date knowledge through its quarterly journal, Textile Digest, 
meetings and annual conferences in which pa]Aers arc read and debates 
held on im|x)rtant matters touching the Textile Industry, occupy an 
important })lace in the activities of the Association. Reading Rooms, 
Circulating L.ibraries and Reference Libraries are similar other activities. 
Essay comjx;titions with prizes and medals are organised to encounage 
research in the problems of the Textile Industry. The Association has an 
Employment Bureau to guide members in securing jobs and better 
prospects. 

The Association is represented on several Government and quasi- 
Governmental bodies including, among others, the Indian Standards 
Institution, and the All-India Board of Technical Studies. 



CONTENTS 


FORHWORD 

PRFFACK 

IMPORTANT STATISTICAL TAPTFS 

Part Om : STRUCTURAI. ASPECIS 
I. THE EQUIPMENT PATTERNS 

A. F-volution -Its Varied Aspects. 

Early Piritish Iiifkience and Its Effects. 

Earlier Phases : Horizontal Organisation. 
Vertical Integration and Addition of Looinagc. 

H. The Mechanical Orientation : Period Distri¬ 
bution of Trends. 

(>. Quantification of the I'Apiipnient TVends. 

Integration of Spinning and Weaving. 

The Spinning Eejuipment. 

The Doubling Equipment. 

The Weaving ivquipment in the ' Mill ’ Sector. 

Non-cotton Weaving Equipment in the 
‘ Mill ’ Sector. 

The Powcrlooiu " Sectr)r. 

Finishing F'acilities- Extent and Involution. 

D. Capital Intensification : Present Trends. 

E. Summing U[). 

II. THE WAGE SITUATION 

A. The Wage Situation : The Involution of Levels. 

Early Stability and Slow Rise in Wages. 
Rural and Industrial Wage Relationships. 
Characteristics of Early Wage Patterns. 



\ \ I 


COM ri.KI S 


run 

H. IVcscnt Wage Situation, 
l^asic Wage Structure. 

1 )earness Allowance. 

Honus l^iymcnts. 

Other FJeinents in Labour ('osts. 

Review of Main Trends. 

The Wage Situation : Allied Aspects. 

1 ‘fie Occupational Structure : Roinbav and 
Ahinedabad. 

Su[K*ricjr Levels of Labour Deployment. 

I.abour Unrest. 

D. Suinmijii* Up. 

HI. THl. ORGANISATIONAL SET-UP ... ... 52 

A. Evolution : Main Aspects. 

The IvCgal Status. 

Tlie Managing Agency System of Top Execu- 
live Management. 

Functions—Scale and Scope. 

Technical Personnel. 

The Managerial Cadre. 

The Utilisation of Specialists. 

The Jobber. 

IE Appraisal. 

Top E,xccutive Management. 

Human Instability. 

Ec|uipmcnt and Allied Aspects. 

The Standardisation of Ecjuipmcnt. 

Standardisation : a Different Connotation. 

Nature of Production Decisions. 

Abdication of Management Functions. 

Some Other Drawbacks. 

C. Summing Up. 



(:o\Tr..\rs 


XVM 


IV. THE HANDLOOMS-A RE APPRAISAL 

A. Examination (mainly) of the Views of the Fact- 
Finding Committee. 

\'arn Supply. 

Aspects other than the Yarn Supply to Hand 
looms. 

H. A Restatement of the Position of HandloonA. 
Economics of Technique. 

Yarn Supplies. 

Extent : Scope and Imiployment. 

(>loth Production Patterns : Marketiiig 
Methfxls. 

C, The Future of Handlooms. 


Part Two : MARKETS AND ALLIED ASPEC PS 


V. THE STRUCTURI- OF MARKETS : PASIC FACTS 

A. The Facts of the Yarn Market. 

The Trends in Total Supply. 

The (A)mposition of Suppliers. 

B. The Facts of the Cloth Market. 


VI. THE MILLS AND THE MARKET 
A. Limitations of ELquipment. 

R. The Evolution of ("ompetitive Patterns. 

The Early Phase of Evolution (upto 1914). 
The Second Phase of Evolution (upto T940). 
The Latest Pliase of Evolution. 


VIE THE ROLE OF THE DISTRIBUTIVE AGENCIES 

A. The Wholesale Trade. 

B. The Retail Trade. 

VIII. FINAL DEMAND PATTERNS ... 

A. India—an Expanding Market for Fabrics. 

B. Gradual ‘‘ Universalisation of the Indian 

Market. 

C. Factors Making for Instability in Demand. 

D. Rayon, a New Competitor. 

E. Summing Up. 


I'Aca 

S6 


121 




160 


167 



f;ON I KN I s 


xviii 


Part Three : FINANCE 

I'ACF 

IX. FINANCIAL ASPECTS ... ... ... 177 

.A. Sources and Quantum ol E'inancial Rccjuircmcnts. 

The Relation.ship between Owned and Other 
Resources. 

Outside Finance—Aj»cncies and Quantum. 

P). Size and Profitability. 

Dr. P. S. Lokanathan's Analysis. 

Dr. M. M. .Mehta’s Analysis. 

C. A Review of the Problems of F'inancial 
Manajrement. 

The Implications of Industrial Maturity. 

Growth Patterns. 

The Relationship between Wages and Profits. 
Investors' Evaluation. 

Rising Proportion of Fixed anil Overhead 
Costs. 

1 ). The Assets Structure. 

E. Summing Up. 

X. CONCLUSIONS ... ... ... ... 213 

Appendix: LIST OF MILLS STUDIED ... ... 219 

BIBLIOGRAPHY ... ... ... ... ... 22c 

INDEX ... ... ... ... ... ... 228 


CHARTS 

1. Dearness Allowance Rates in Ahmedabad and 

Bombay Mills. facing page 36 

2. Bonus Allocations by Bombay Mills. „ „ 39 

3. The ‘ Spinning ’ Di.spersion of Bombay Mills 

(1950)- " » » 7 ^ 

4. The ‘ Weaving ’ Di.spersion of Bombay Mills 
(1950). 


55 


51 


78 



IMPORTANT STATISTICAL TABLES 


CHAPTER 1 j-Acis 

Horizontal Tendencies in Organisation ... ... ... 

Looms Installed (Bombay City and India) ... ... ^ 

Cotton Mill Position in 1950 ... ... ... ^ 

Average Count of Yarn Spun (1907-1950) ... ... 9 

Fine Spinning Spindles (1912-1949) ... ... ... 10 

Rate of Production According to Counts ... ... 11 

Non-cotton Uses of Spinning Fejuipment ... ... 12 

Doubling Equipment ... ... ... ... 

Types of Looms in the Mills ... ... ... ... 14 

Looms According to Widths ... ... ... ... 15 

Loom Speeds and Efficiency ... ... ... ... 15 

Automatic Looms (1930-1951) ... ... ... 16 

Non-cotton Weaving Equipment ... ... ... 18 

Finisliing F.quipment in Bombay City and State ... ... 20 

Imports of Finishing and Printing Machinery ... ... 22 

Processing Capacity Estimates ... ... .. 22-3 

CHAPTER II 

Scale of Monthly Wages in Bombay Mills ... ... zq 

Oinlics and Swcejicrs Emploved in 19^7 ... ... 30 

Wage Earnings in 1944 ••• • • • ••• 

Deployment of Siders—Bombay and Coimbatore ... ... 34 

Basic Minimum Wages ... ... ... ... 35 

Conflicting Trends in Dearness Allowance Rates ... ... 37 

Labour Costs per Man-hour in Bombay City ... ... 

Proportion of Man-hours Worked at Diflerenl Levels of Labour 
Cost (1946-1948) ... ... ... ... 41 

Occupational Structure, Bombay (1921-1937) ... ... 42 

Occupational Structure, Ahmcdabad (19-23-1937) • ■ 44 

Weaving Labour Deployment (1921-1937) ... ... 45 

Weaving Labour Deployment—All-India (1944) • • 47 

Reclers in Bombay Presidency (1921-1937) ... ... 48 













XX 


I.Ml’OKI i.M SIAIISMCAl 'IMU.KS 


)>AG 1 S 

Variation in Technical Efficiency in Spinning ... ... 4 ^ 

Lo.s,sc.s in Production due to Strikes (1945-1951) ... ... 49 

CHAPTER 111 

Incorporation of Managing Agency Houses ... ... 53 

('omposition of Mill StalT in Bombay City (18145-1940) ... 58 

Instability in Mill Staff ... ... ... ... 75 

Production Schedule of a Mill Company ... ... 80 

CHAPTER IV 

Yarn Supply and Mill Consumption of Yarn (1896-1950) ... 88 

‘Free' Yarn--FFC and Our Estimates ... ... 89 

Yarn Available for Handlooms (1896-1950) ... ... 90 

Handloom Types and Speeds ... ... ... 99 

Yarn Supply to Handlooms (1941) According to Count 

Categories ... ... ... ... ... 101 

Yarn Production and Use-categories ... ... ... J02 

Non-liandloom Uses of Yarn (1948) ... ... ... 103 

‘Free’ Yarn—Handloom and Other U.se.s ... ... 104 

Cloth Production on Handlooms (1946-1950) ... ... 104 

Regional Distribution of Handlooms (1921-1950) ... 106 

Loom Distribution in Bombay Districts (1940-1946) ... 107 

Handloom Fabrics Produced in Sholapur ... ... 110 

Gross Profit Margins in the Handloom Piecegoods Trade ... 11 y 

Handloom and Pow'erloom Weaving Costs in Bombay Caty ... 114 

Handloom and Powerloom Weaving Costs in Madras and 

Uttar Pradesh ... ... ... ... ...115 

CHAPTER V 

‘ Free ’ Yarn—Uses, Composition, anti Aggregates 

(1890-1950) ... ... ... ... ... 124 

Sources of Yarn Supply ... ... ... ... 124 

Yarn Made for Sale in Each Stale ... ... ... 124 

Cloth Suppliers to the Indian Market (1896-1950) ... 126 

Cloth Production in India and Total Supply ... ... 127 

Production, Imports and Ex})orts of ('loth and Yarn 
(1926-1951) ... 


127 











LMPOR J AN J S l Al IS 1 ICAl, TABl.KS W i 

I’AC.IS 

Export Market for Cloth (i896'i95i) ... ... ... 128 

Yarn Output in the Higher Count Categories (1931-1948) ... 129 

CHAPTER VI 

Shift-Working in Spinning and Weaving Sections ... ... 13:5 

Cirowth of the Mill Industry (1895-1914) ... ... 139 

Growth of New Mills during the Inter-war Period ... 142 

Idle Capacity in Indian Mills (1910-1938) ... ... 142 

Share of the United Kingdom and Japan in the Indian Import 
Trade (1900-1940) ... ... ... ... 143 

Japanese Depreciation Policies ... ... ... 145 

Cloth Price Movements (1920-1937) ... ... ... 146 

Unsold Slocks of Cloth in Bombay (1922-1929) ... ... 148 

Stocks of (doth and Production According to Varieties ... 149 

Tariff Protection (1909-1938) ... ... ... 151 

Wage Movements in Some Centres ... ... ... 152 

Instability in Recent Production Trends ... ... 156 

Production of Cloth According to Warp Count Used ... 156 

Accumulation of Cloth and Yarn Stocks (1946-1951) ... 159 

CHAPTER VIII 

Indian Imports of Rayon (1920-1950) ... ... ... 172 

Declared Values of Indian Piecegoods ExtKirled ... ... 173 

CHAPTER IX 

Sources of Mill Finance—50 Companies (i937'i95i) 178 

Sources of Mill Finance —82 Companies (1950-1951) ... 179 

Reserves in Relation to Capital Utilised ... ... 179 

Assets of 57 Cotton Mill Companies and their Owned 

Resources ... ... ... ... ... 181 

Liabilities and Owned Resources of 82 Companies (1950-51) 182 

Nature of Financial Policy-a Descriptive Generalisation ... 18:5 

The Importance of Large Companies ... ... ... 184 

Managing Agency Finance and Public Deposits ... ... 185 

Bank Advances to the Mills (1937-1951) ... 186 

Bank Advances and Working Capital Indices ... ... 187 






\\n 


J M l*(>k I AN I s l A ns lie: \I. I AIU ls 


I’At.l s 


Si/.c-distribiition of Mills during 1925-1937 ... ... 191 

Size-distribution of Mills in Ahincdabad (1925-1937) ... 197 

Growth Patterns ... ... ... ... ... 201 

New Mills Projected ... ... ... ... 202 

Wages and Profits-- 190506 and i948-4(^ ... ... 20:^ 

Share Prices in T\n'o liooin Periods ... ... ... 204 

Share Price and Its Relati<jn lo Intrinsic Value ... ... 204 

Workers and Other Emplovees (191 i-194S) ... ... 205 

Assets Structure—50 Common (companies (19^7-1951) ... 206 

Liquid Resources of 90 Onion Mill Cr)mpanies (1946-1951) 208 

Ciross and Net Block Relationships ... ... ... 209-0 




PART ONE 


STRUCTURAL ASPECTS 



Chapter 1 


THE EQUIPMENT PATTERNS 

A fascinating, but hitherto almost unexplored aspect of the 
evolution of the co.ton textile industry is the nature and composition 
of its mechanical equipment. This indifference has two sides, (a) 
The bulk of such changes is initiated, explored, and developed in coun¬ 
tries other than India, and their usually later recognition, and Still slower 
adoption by indigenous cotton textile units reduce the changes to 
smoothly inclining upward curves, enabling the more casual observer to 
forget tlieir existence and, therefore, to ignore their consequences, {b) 
The absence of reliable (or, in some cases, even incomplete) data about 
technological variations renders the task of the economic analyst more 
difficult. 

The latter, as we shall see, is no insuperable obstacle to evolving a 
picture in broad outline. And, the former has not only had very 
important economic implications on more than one occasion in the past, 
but it has been one of the most important factors in determining com¬ 
petitive efficacy, unit-wise as well as centre-wise. To cite a few' illus¬ 
trations in support : (i) it is clear that the competitive struggle during 
the inter-war period between the Bombay mills and the Japanese industry 
was in essence, apart from the limited, transient influence of depreciadng 
exchange favouring the Japanese industry, a record of the slow techno¬ 
logical progress of the mill industry in Bombay. The same rate of 
technological progress, however, compared very favourably against mills 
outside Bombay and effectively buttressed the latter’s competitive posi¬ 
tion in relation to the former; (ii) a vital factor in adding to the com¬ 
petitive strength of the handloom weaver during 1900-1940, was the 
substitution by the fly-shuttle of the throw-shuttle loom which enabled 
almost a doubling of production, concomitant with a drastic reduction 
in the physical effort involved. The speed and degree of the adontioji 
of the fly-shuttle has led to drastic variations in inter-regional competi¬ 
tive capacity in the handloom sector of the cotton textile industry. 

In other words, the relationship betwx*en technology and economics 
is a very delicately balanced one, and is susceptible to drastic change over 
a period of time, although it rarely partakes of the more rapid, erratic 
short-term fluctuations in the economic balance of the industry. 

A. EVOLUTION—ITS VARIED ASPECTS 

Early British Influence and its Effects.—Contrary to popular belief, 
the cotton mill industry was never exclusively Indian, looked at from 
any point of view—whether finance, technique, personnel or ownership. 
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C. N. Davar’s Mill (1854)' was owned partially by Englishmen, and 
the technique and personnel were unmistakably Lancastrian in character/ 
In all of Ranchhodlal Chhotalal’s efforts (spread over 1846 to 1856, 
when he succeeded in setting up the first mill of Ahmedabad) the 
Englishmen’s contribution is vital/ Killick Nixon & Co. laid the founda¬ 
tion stone of their Kohinoor Mills as early as 1870, quietly ignoring the 
effect of their action on the Lancashire principals whose cotton goods 
constituted their chief line of business till then.^ In later days, the 
Sassoons,'' Greaves and Cotton,* Bradbury & Brady’ interests dominated 
the industry in Bombay, while many others put up mills upcountry, 
amongst them being the Harveys of Madura Mills," and the Staneses" 
of Coimbatore Spinning and Weaving Mills, and some others in Cal¬ 
cutta and Cawnpore. Indeed, no more striking evidence of British 
domination in the earlier stages of cotton mill growth can be found 
than the fact that the Millowners’ Association, Bombay, had common 
office arrangements with the exclusively European Bombay Chamber of 
Commerce.'" 

This early phase of non-Indian domination by way of ownership 
had counterpart manifestations in various directions : the managerial and 
technical personnel and manufacturing processes and practices had a 
strong Lancastrian bias and origin that has persisted hitherto ; there was 
created within the factory a linguistic and cultural barrier that divided 
the workers from their executives, providing the most important base to 
what later evolved to be the jobber system as a means of controlling and 
communicating with the employees. But the most lasting and most 
important effects thereof were on the equipment patterns : multi-storeyed 
buildings were built, as was done in Lancashire ; the machinery installed 
was almost exclusively British ; and, gradually, there evolved a plant 
structure which for its maintenance required regular supplies of spare 

1. TIic first cotton uiill was put up in India in 1817, by an Englishman, but it 
failed. 'Ehc Fort Glostcr Mills (1830) was put up in Bengal under European 
management. 

2. At the time of writing it is not po.ssiblc to trace the source from which the 
infonuarion was originally jotted down. 

3. See Badshah, B. R., Kao Bahadur Ranchhorelal Chhotalal, pp. 11, 19, 38 & 39. 

4. Wilfrid Russell’s account of Killick Nixon 8c Co., in Indian Summer, pp. 34-5. 

5. The first mill f)f the Sa.ssoons was put up in 1888. 

6. The Indian Textile Journal, Golden Jubilee Soui/etiir, jq^o, pp. 681-2. Greaves 
came out in 1870 as Manager of Landon Mills, Broach, floated soon after the 
Empress Mills, and later 7 others. He also took up two other managing agencies. 
(The Landon Mills was floated by an American of the same name, x/idc Badshah 
B. R., op. cit.. p. 19.) 

7. Ibid., pp. 328-g. Brady & Bradbury started their operations in the i8go*s. 

8. Ibid., p. 649. Article by Sir James Doak, Cotton Spinning in South India, 
supplies the following details: i86g—Lord Napier initiates a survey for indi¬ 
cating the possibilities of cotton spinning in South India ; 1880—A. & F. 
Harveys launch Tinnevelly Mills Co. Ltd., to be followed by Coral Mills (1887) 
fc Madura Mills (1889). 

9. Ibid., p. 650. 1888 w’as the year. 

10. Sir Ness Wadia refers to Sir John Marshall, the first common Secretary who 
served both the bodies from 1884 to 1898. See the Indian Textile Journal, 
1945-46, p. 886. 



IMK EQUIPMENT PAI IERNS 


'5 

parts of British origin, and made extension of older units more preferable 
with machinery of the same make as the existing mechanical seMip. 
This tendency was aided by the new Indian technician nurtured in these 
traditions and his distrust of machinery other than English, from which 
he has been getting only slowly relieved during the last twenty-five years. 

Earlier Phases : Horizontal Organisation.—As a consecjuence, the 
earliest patterns of Indian “ mill growth showed significant tendencies 
towards the formation of single process (spinning or weaving) units, as 
is evidenced by the following statistical data, relating to the last decade 
of the nineteenth century : 

" j 


1894 

1895 

1896 


Cotton Spg. & I weavinc Mills 

Wvg. Mills I weaving MUis 


81 

83 

88 


49 

50 
49 


Somre: Judicial and Administralive Siatistics for British India, 1890. 

Xolc: The ligiircs relate to British India only. 

Vertical Integration and Addition of Loomage.—But, cotton mills 
were a highly profitable trade in those days, and the incentive to 
expand worked both ways with spinning mills wanting to add looms, 
and weaving mills wanting to add spindles to supply their own yarn, 
apart from new-comers to the trade who desired to get their share of 
the world’s biggest export market for cloth that India continued to be 
till 1914. That the tendency to add loomage originated in the desire 
to offset the loss of the Chinese market in yarn, despite the generality of 
its acceptance, is not capable of unqualified acceptance. The statistical 
evidence adduced below is unmistakable proof of the existence of the 
tendency to add loomage long before the China market in yarn was even 
acquired ; 


1865 


- 

— 

Looms inptailed in 
Bombay City, 

3,400 

Looms installed in 
India 

1876 




8000 

9,100 

1885 




12.000 

16.5tl0 

1890 




13.»»00 i 

23400 

19''0 




22 000 

40,124 

1910 




41.900 

82 700 

1915 




48,800 

i 

108,000 


Sources: Various official publications. 

11. The most outstanding example of this early tendency is the Rachel Sassoon 
Mills, which the Sassoons purchased in 1895, to rccoinert it into a loom shed 
of 2,001 looms. 

12. Sec the later chapter: Financial Aspects. 

13. The Kohinoor Mill, started in 1868 by Killick Nixon 8c Co., took to weaving 
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It is, therefore, not justifiable to attribute any great causal signi¬ 
ficance to the Joss of the China marlcet '* in yarn as a factor in the expan¬ 
sion of Joomage in India.The vast marJeet for yarn and clotii within 
the coumry, and the high general level of profitability in the cotton mill 
industry are sufficient explanations for the addition of loomage, as well as 
for vertical integration, a process that has received wide notice.'^ The 
consequent increase in the size of the average unit, as measured in terms 
of spindles and looms has also been frequently pointed out. The posi¬ 
tion as it stands today is briefly tabulated below : 

The Colton Aim Position in India (1950) 



Number 

Spindleage 

i 

Loomage 

(1) Composite Mills (Spinning & 
dng) 

274 

90 lablia 

192,000 

jng Mills ... ... 1 

90 

18 lakhs 


Total ...! 

1 

364 

108 lakhs 

192,000 


Sourre: I'cxtile (Honimissioiicr's Siaiislics. 


Some major qualifications, however, are required to be made. 
Firstly, the growth of the composite units has not been able to prevent 
the growth of a tremendous industry (called by the misleading name— 
powerloom) having now from 15% to 20% of the loomage in the 
‘ mill ’ sector. In the second place, the organisation and growth of the 
processing (finishing) sector of the industry, both as part of and distinct 
from the ‘ mill ’ sector, is not revealed above. The growth of the 
‘ organised ’ sector of the handloom industry is another vital aspect of 
the equipment pattern that cannot obviously be reflected in the above 
table. Fourthly, the growth of other sectors of the cotton textile family 
—^hosiery, belting, tapes and niwars, cotton healds, etc., cannot be 
discerned from current academic concepts of cotton mill equipment, just 
as they fail to distinguish spindleage according to tlie fineness of the 
counts of yarn spun. And, finally, the gradual replacement of manual 
by less manual or mechanised processes—^for example, the widespread 
adoption of power reels in the place of hand reels, the adoption of high 

tight from its iiut])tion, benefiting from the competitive cheapness of Indian 
labour in I he half century preceding the First World War. I ’idr Wilfrid 
Russell, op. cil., p. 36. 

14. The argument does not, it should be dear, preclude the possibility of a few 
mills very dependent on tlic Chinese tiiarkct being affected. For such an 
example, see the Indian Textile Journal, Cwolden Jubilee Souvenir (p. 681) 
where the strain on some mills of Greaves Cotton & Co. is recounted. 

15. In Ahmedabad, which at any rate had no China market to cater to, the same 
tendencies were at work. See written statement before the Tariff Board, iqah, 
Vol. II, p. 62. 

16. Dr. N. S. R. Sastiy, A Statistical Study of India's Industrial Development, 
p. 79 - 

Dr. M. M. Mehta, Structure of Cotton Mill Industry in India, p. 41. 
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speed preparatory processes prior to weaving in place of the slower, more 
labour-consuming earlier machines, the meteoric rise in the use of petrol- 
driven vehicles in place of the bullock cart common only thirty years back, 
the use of the more modern types of weighing machines and the substi¬ 
tution of manual processes of bleaching and dyeing—cannot appear from 
the foregoing table. And yet, tliese are among the most significant deve¬ 
lopments that have affected the cotton textile industry of India, during 
the last fifty years or so. 

It is to the analysis of these and allied trends and their quantification 
that the rest of this chapter is directed. 


H. THE MECHANICAL ORIENTATION : PERIOD 
DISTRIBUTION OF TRENDS 


The first step in appraising the equipment patterns is to secure 
general conversance with the changes that have taken place, fitting them 
into a rough period-distribution. Such an attempt is made in the tabu¬ 
lar statement that follows. (Sec pp. 6-8.) 

The trends sketched above are a fair approximation of the major 
shifts in the equipment patterns, although no claims to regard the treat¬ 
ment as exhaustive, or the period-distribution as a rigid chronological 
structure are sustainable. The following nomenclature for each stage 
of the machine orientation, in spite of its even lesser claims to precision, 
serves as a quick resume : 


1. Upto 1890’s : 

2. 1890—1918 : 

3. 7919—1930 : 

4. 1930—7939 : 

5 - 1939—1945 : 

6. 1946—to date : 


Mule spinning and coarse, plain weaving. 

Ring-mule spinning ; and less coarse, plain weav¬ 
ing and manual finishing. 

Finer ring spinning and more variegated, finer 
weaving ; less manual, more varied finish- 

Loom variegation ; still finer spinning and finish¬ 
ing ; and product diversification. 

Improvisation ; utilisation of indigenous machi¬ 
nery. 

Capital intensification and superior mechanisa¬ 
tion. 


C. QUANTIFICATION OF THE EQUIPMENT TRENDS 

Integration of Spinning and Weaving.—At the outset, it is neces¬ 
sary to obtain a clear impression of the extent to which mills that spin 
yarn also undertake the transformation of yarn into fabrics and the mag¬ 
nitude of the movement away from the horizontal patterns of the 1890’s 
to which we referred earlier. (For Table, see p. g.) 
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i 

j 1906-07 

1950 

1. No of mills that exclusively flpin 



106 

90 

2. No. of mil's that spin as well as weave 

••• 

... 

101 

274 

3. Total liumber of spinning units 

... 


207 

364 

! 


Sourrrs: (i) Stalisiits of British India, Vol. 1, 1918 . 
(if) The Textile Commissionei’s Statistics. 


Concomitant with the decline in the number of units engaged ex¬ 
clusively in the spinning of yarn and their still greater reduction in terms 
of proportion has been a drastic shift in the geographical locale of their 
operation. In 1906-07, their distribution pattern had the same regional 
dispersion as the entire industry ; in 1950, well over 55% of the spin¬ 
ning units and over 65% of the spindleage is located in South India. 
Furthermore, the redistribution has been far more drastic than appears 
from the above figures, for not more than a score of the existing exclu¬ 
sive spinning plants existed as such even in 1910. 

The Spinning Equipment.—^Well over 95% of the Indian spindle¬ 
age installed in 1950 comprised of ring spindles, the remainder being 
made up by mule spindles, waste spindles and chapon spindles in that 
descending order of importance. The spinning rooms of mills that spin 
exclusively do not usually produce weft yarns on special types of frames, 
as many mills combining spinning and weaving do. 

The changes that have come about in the nature of the spinning 
equipment (once the large-scale substitufion by ring of mule spindles was 
over)'" have not been either very rapid, nor very drastic until recently. 
There was a gradual switch-over to the production of higher counts of 
yarn, dating back probably to the earliest days of conon mill develop¬ 
ment, which was somewhat accelerated in the inter-war period. The 
statement submitted below apDroximatdy traces this evolution, almost 
as far back as figures are available :— 


Year 

1 Average Count 

1907-08 

138 

1919-20 

178 

1921-24 

IBs 

1911-14 

208 

1918-39 

278 

1944-45 

168 

1949-50 

298 


Source: Calculated from official figures. 


18 . This substiiiuion of the imilc by ring spinning, surprisingly enough, was first 
fried out extensively by an Indian—J. N. Tata. For details see Harris F. R., 
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Pointing to the same conclusion are the estimates of the number 
of spindlesengaged in the spinning of finer cottons—Egyptians— and 
therefore, of yarns, as collected in the half-yearly censuses of the Inter¬ 
national Federation of Master Spinners, submitted below :— 


Period : half-year ending 

No. of Spindles Spinning Egyptian Cottons 

June 1912 

20.000 

January 31, 1930 

31000 

July 30, 1935 

740.000 

January 31, 1939 

402.000 

July 30, 1949 

1,745,000 


Source: Intcrnaiiorial Ccjlton Statistics, published in the Internationa] Cottfui 
bulletin. 


Allied to this tendency to spin finer yarns, is the installation of 
comber equipment, which in 1946 was estimated to match the produc¬ 
tion of 10 lakh spindles,*“ and the drive towards better temperature and 
humidity control. And, to it is also linked the move to increase the 
number of spindles per worker (or sider), now approaching 1,200 
spindles in isolated cases.^' 

Certain structural implications of finer spinning have not been 
consistently appreciated in the Indian literature ” on industrial econo¬ 
mics which has exclusively emphasized the figures of aggregate produc¬ 
tion to indicate upward or downward movements in productive effort. 
We briefly state these : 

(1) The production of yarn in terms of weight, per given unit of 
time, is drastically reduced as the fineness of the yarn increases. 
The magnitude of the difference may be appreciated from the 
figures submitted below :—(For Table, see p. ii.) 

(2) The cotton consumption per spindle per unit of time, there¬ 
fore, declines as higher counts arc spun. 

(3) The fineness of the yarn also means that on a bobbin of identi¬ 
cal diameter a substantially greater length of yarn can be 
wound, and since a piece of clo'^h is the sum of the lengths of 
all its wefts and all its warps, there would not be anywhere 
near the same reduction in the yardage of cloth produced, 
although some reduction in the yardage of cloth produced is 

Jamsetji Nusservanji Tala, pp. ; and Wacha D. E., The Life and Work 
of J. N. Tata, pp. 35 - 6 . 

19 . Another aspect of the same situation—lack of standardisation of counts within 
a mill, is discussed in a later chapter. 

20 . Worrall’s Engineering Diarv, 1946 , p. 31 . 

21 . For example, the Calico Mills of Ahmedabad. 

22 . Recent discussions on the fall in production in the cotton mill industry almost 
never mention the sharp, upward movement in average count, noticed earlier. 







THE EQUIPMENT PATTERNS 

11 


Theoretical Rate of Production (Iba. of yarn per 

Count 

10,u00 spindles per hour) 


I 

American Data 1 

1 

1 

EngliBh Range 


128 

1 

830 i 

720—850 

15a 

580 ! 

530-630 

208 

440 I 

350—430 

308 

270 j 

201»- 260 

408 

190 ! 

130—180 

5'‘8 

130 j 

90—120 

608 

90 i 

70— 90 

708 

80 1 

60— 80 

808 

60 1 

50— 60 


Source: Cotton Spinning, Productivity Team Report, 1949 , p. 5“)* 

likely, because the types of fine cloth woven in India reejuire 
a larger number of reeds and picks per inch than their coarser 
counterparts. 

(4) Therefore, the number of spindles required to produce the 
yarn equivalent of the output of a loom is greater in the case 
of higher counts. 

(5) Damage at subsequent stages of production and the proportion 
of damage arc factors of far greater importance to a fine count 
mill than to a coarse count mill. 

(6) As may be appreciated from the preceding statements, the pre¬ 
paratory machinery preceding spinning must handle for a finer 
count mill much smaller quantities of cotton, than would be 
the case in a coarser mill with the same spindleage. This 
internal balance of preparatory with final spinning machinery 
drastically limits sharp variations in the average count spun 
besides the limits laid down by the difference between the 
various categories of spindle equipment as to the range of 
counts of yarn spinnablc in each category. 

Not all varieties of cloth that are costly are, however, made from 
the higher counts of yarn, and price differentials between types of cloth 
are not the exclusive, or even the main, function of the fineness of the 
counts of yarn utilised as warp and weft. 

A change of a different character is also noticeable in the materials 
processed in Indian spinning plants. The increasing use of materials 
other than cotton—^rayon staple, being the most important, being spun 
on no less than 400,000 spindles in —^however, yet fails to reveal 

any distinct upward or downward trend. The data for 1946 to 1948, 


23 . International Cotton Statistics, The International Cotton Bulletin, October 
1951 , Statistical Sections. 
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covering about nine-tenths of the cotton spinning industry, arc submitted 
below :— 


— 

Yarn made, wholly or | 

: partly, from any other fibre | 
than cotton, for sale 

’ i 

Basic materials 
consumed other 
than cotton 

1946 


f 

1 47.73 xp. lbs. ■ 

9.99 m. Ib8. 

1947 

... 

5.34 m. lbs. i 

2.07 m, lbs. 

1948 

... 

00.05 m. lbs. 1 

1 

1 

2.68 m. lbs. 


Source: Census oJ‘ Miinnfactures, Vol. 11, urjl) to 


Partly, the existing cotton spindleage has been adapted to the above 
uses, and for the rest, distinct, separate ec]uipment existing in and as 
allied departments is utilised.^ ' 

Finally, some technological changes of recent but wiilespread use 
and consequence may be mentioned. 

As early as 1946, Worrall’s Engineering Diary estimated that 50% 
of the ring spindles in India were on higli draft systems, tape driven. 
Since that date a very considerable amount of replacement and recon¬ 
version have taken place,"' and it is not improbable that over 80% of the 
ring spindleage installed in 1951 had been converted to these systems,"' 
and in view of the existing programmes of many mills, high drafts and 
tape drive are likely to become universal in the next few years. 

Another technological change, namely, short-cut processing, is 
limited in its adoption, as a rule, to the newer and to the bigger mills 
in the country. By eliminating some of the processes (usually the inter 
and the roving processes, and sometimes a head of the draw frames) 
considerable economies have been effected by individual mills in their 
labour requirements."* Its use is likely to spread widely as competing 

24 . 7’hc first cohiinn obviously indutlcs tonsidcrablc quantitics of waste yarn. 

25 . 'I'lie most oiustandinj; example of ilie operation of both the tendencies is the 
Bangalore Woollen, Colton and Silk Mills of Mysore. It has 50,000 loilon 
and 72 .o(K) woollen spindkts, and 1,117 eofton and 15 ;^ woollen looms. 

2b. In almost all the mills visited by ibe wrilcr, (onversion u'as either gf>ing 011 
or had been completed recently. 

27 . A substantial nurnbci of the smaller, and not a small proportion of the bigger 
mills in India have always been regular ])urchasers of reconditioned and second¬ 
hand machinery. Their insistence, naturally enough, is even more for recon¬ 
version rather than replacement of their machinery. ITie preference for 
second-hand machinery is the least strong in the ca.se of Bombay and the bigger 
mills and the greatest in the case of the smallest and non-Bombay mills. 

28 . The labour requirements for (A), the conventional Indian mill on average 
count 14 s, and (B), another mill on identical counts and with similar blow 
room and carding arrangciiienls but spinning from single inter bobbins on 
high draft ring frames with a higher lift and a bigger ring diameter are as 
follows: A: 1 G .6 men per 1,000 .spindles; and B: 8.5 men per 1,000 .spindles, 
the production per man-hour being .^ 5.50 lbs. for Mill A and 7.81 lbs. for 
Mill B. Sec Kapur R. N. & Agarwal S. C., Low P.M.H. in Indian Mills, a 
paper published in the All India Textile Omfcrence Sotivenir, 1951 . 
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newer mills, wholly oriented in many cases to these newer techniques, 
come up in sizeable numbers in die next few years, and as the replace¬ 
ment programmes of the older, progressive mills come to completion, 
taking the industry as a whole to a new, higher basis of machine orien¬ 
tation. 

There is another group of changes, varied and small individually, 
but of considerable magnitude in terms of investment, and in the upward 
levelling of efficiency. It is not easily quantifiable, and the broad features 
already mentioned in our tabular statement is all that can be done. 

Such, in broad outline, is the pattern of spinning equipment in 
the cotton mill industry of India. 

The Doubling Equipment.—Unlike the industry in the United 
Kingdom,^” doubling of yarns is in India in most cases an integral part 
of the cotton mill industry. Our ring doubling spindleage is probably 
around 475,000, about 440,000 being installed in mills, some 10,000 
to 20,000 being with powerloom factories, and the remainder being 
with firms specialising in ‘ doubling ’ yarn on a commission or flat rate 
basis for others. The distribution of ‘ doubling ’ equipment in the ‘ mill ’ 
sector of the textile industry is not in any statistically significant relation 
with the ring or mule spindleage possessed by the mills. There is, how¬ 
ever, some remarkable concentration of doubling equipment, with a com¬ 
paratively small number of concerns, as may be seen below :— 


No. of Mills having 



0 W) OQ 






§ 

Total 

Region 

C <3 0 ; 

10 25 =3 


^0 

^ 0 


So 

^ c 

0 

Doubling 


o-g a 

D -i-i 

a 0 a 

= 8 

85 

o.csT 

0 0 

s.s- 

2 g 
2 . in 

c g 

Spindleage 


DQW 


Csl 


in ^ 

1 


Bombay Cit.y 

Bombay Prenidenoy (exol. 

4 

4 

13 

13 

10 

6 


137,000 

Bombay City) 

11 

17 

27 

8 

5 

8 

1 

153,000 

Bengal 

2 

1 

7 

... 


. 

... 

10,400 

Madhya Bharat ...! 

' 4 1 

1 2 i 

' 5 

... 

!!! 


... 

S,700 

Madhya Pradesh 

4 ; 

! 4 , 

! 2 

... 

j 

1 "i 


12.400 

Deccan 

2 i 

4 

... 

... 


: 

... 

3,000 

Madras ...| 

5 : 

10 i 

1 6 

3 


1 ' 

2 

56.400 

Mysore 

1 

3 : 

1 

2 


1 *1 

... 

17,300 

Uttar Pradesh 

4 

4 I 

i 3 

... 

"i 

‘ 1 

1 

30,000 

Rest of India 

1 

9 i 

10 i 

1 ... 

2 

1 

! 

! 

! 

8.200 

Total 

i 

1 46 ! 

59 ' 

64 

1 

16 ^ 

17 

4 ‘ 

436,400 


Source: Adapted from VVorrairs Engineering Diar\. 1950 . 

It is not possible to form any detailed estimate of the number of sewing 
thread plants that is co-existent with the doubling departments of mills, 
but it is certain tliat at least twelve mills in Bombay State (including 
Bombay City) arc engaged in the line. 

29 . Productivity Team Report, Cotton Yarn Doubling, p. 1 . 
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The Weaving Equipment in the ‘ Mill ’ Sector.—^The broad pattern 
of the weaving equipment of Indian mills, according to the different 
types of looms utilised in each geographical area is approximated below. 
The information available in Worrall’s Engineering Diary is supple¬ 
mented (esjiecially in the case of automatic looms) by information from 
other sources, and yet some element of underestimation in the categories 
other than plain looms is not unlikely. The position relates to the 
beginning of 1951. 

Types of Looms 


— 

"2 1 

08 

1 

8 

ha 1 

1 Drop-Box 

Dobbies 

Special 

i 

Auto¬ 

matic 

d 

'S 

Bombay City 

Bombay Presidency (excl. 

550 1 

1,000 

16,500 

300 

2,100 

43,000 

Bombay City) 

1,030 i 

200 

21,300 

600 

1,000 

50,000 

Bengal 

130; 

• •• 

1,550 

100 

7,120 

Uttar Pradesh 

20 ! 

«• • 

725 

25 

• • • 

11.400 

Madhya Pradesh 

120 1 

••• 

3,000 

35 

• • • 

4.220 

Madhya Bharat 

50 i 

• •• 

1,150 

200 

• • • 

9.300 

South India 

• » • 

»• • 

325 

275 

4,300 

... 

19,t»00 

Deccan (Hyderabad) 


50 

900 

10 

1,575 

Bihar & Orissa ...1 

25; 

••• 

125 

,,, 

• • • 

1,025 

Rajasthan 


••• 

175 

... 

• •• 

3,525 

Punjab* 

20 ' 

i 

... 

600 

5 

520 

5,125 

Total ...| 

1,945 ’ 

1,250 

46,350 

1 

1,550 

7,920 

1,55,290 

1 


• Punjab includes Delhi. 

The approximate character of the figures arrived at above should 
not be ignored in appreciating the following statement of the chief fea¬ 
tures of the loom-equipment pattern. 

(1) The Indian pattern of loom distribution according to categories 
has some resemblance to the British pattern of 1939,’“ although the 
Jacquard and specialised looms have only a fraction of their importance 
in the British industry. 

I Proportion of various types of looms in 
British & Indian industries 



Britain (1939) 

India (1950) 

Plain looms 

40% 

70% 

Jacquard looms 

5% 

1 % (less than) 

Dobby looms 

18% 

i 27% 

Automatic looms 

4% 

4% 

Other looms 

33% 



30 . Report of the British Working Party, Cotton, p. 4 *. 
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(2)” The Indian dobby looms are almost wholly of wider widths, 
of 42" reed space and above, engaged in the weaving of bordered sarees 
and dhoties. Chaddars, mulls and voiles are other cloths largely woven 
on looms of wider reed space but without any such attachment. The 
proportion of wider looms (42" reed space and above), therefore, easily 
exceeds 60% of the total loomage, and of it more than one-half is pro¬ 
bably of 50" and higher reed space. The next largest group in the 
Indian weaving sheds is 34"—42" width, with nearly 30 to 35% of the 
total loomage. The looms below 34" reed space do not exceed 10% 
of the loomage inside mills. Statistically the estimates appear as 
follows ;— 



Looms of Heed Space 

1 

Proportion 

Approximate No. of 
looms 

(1) 

Below 34* 

j 

5 to 10% 

9,500— 19,500 

(2) 

34 to 42* 


30 to 35 % 

58.500— 68.000 

(3) 

42* and above 

...| 

60 to 65% 

107,000—127,000 


(a) 42--50* 

•••i 

30% 



(b) 50* and above 

...1 

30% 



(3) The widespread installation, supplemented by conversion of 
older, narrow looms,’’’ of wider width looms gathered momentum 
during the inter-war period, and has had two important consequences. 
One, production of cloth stated in linear yardage is a growing under¬ 
estimate of the cloth production during the period, and the yardage per 
pound of cloth produced also suffers from a similar understatement. 
The second important consequence that is lost sight of may be illus¬ 
trated with the relevant data :— 



EfSoienoy % 


80 

80 

80 

80 

80 

76 

76 


Source: Report of the Bombay Strike Enquiry Committee, 1938-29, Vol. I, 
Appendix XVI, p. 260. 

31. The bases for the estimates are: (1) Dhoty, sarec, mull and voile production 
as given in the Census data ; and (2) information gathered in the course of 
trips by the writer to mills in various centres. 

32. For similar but more accurate data for British mills see Working Party Report, 
Cotton, p. 42. 

33. Evidence tendered to the 1932 Tariff Board, by the Millowners* Association, 
Bombay, Vol. I, p. 31. 
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The increase in loom width is directly correlated to die decline in 
the speed of the loom, and to a lesser extent, efficiency is also aftected 
similarly. Thus, a wider width loom weaves cloth (in terms of length) 
but slowly, and would not in the normal market, be utilised for weaving 
cloths of widths suited lo narrower looms, although in a period of abnor¬ 
mal demand for cloth of smaller widths, the extra proht margins may 
compensate for the lower production. It should also be clear diat the 
bland statement that two mills have i,ooo looms each may disguise 
radical differences in the production problems of the units in question 
and may be no index at all of their productive capacities. That the 
weaving sheds of Indian mills have, in general, a complete lack of uni¬ 
formity of loom widths only further complicates the problems of com¬ 
parison. 

(4) The striking share of Bombay State mills in the variegation of 
equipment, noticeable in earlier comparisons of spinning, and doubling 
equipment (also in finishing equipment) is even more important in the 
case of weaving equipment. It is also clear that mills in Bombay City 
are, in terms of proportions, better equipped than mills in other centres 
of Bombay State. 

(5) Although the data available is not attributable to the same 
source, and the automatisation of looms has been hitherto the subject 
of keen, if not always well-informed controversy, some measure of its 
progress is feasible and is attempted below :— 


Year 

Source of information 

No. of automatic 
looms in India 

No. of automatic 
attardimonts to 
ordinary looms 

1930 

\ International Loom 

1,715 

13 

1933 

/ Statieticfl 

4,524 

75 

1941 

Textile Recorder, 1941 



Year Book 

4,185 

... 

1951 

Our figures 

7,920 



About the general, though not sustained tendency of automatic 
looms to grow in numbers, there can be little doubt. Their adoption, 

moreover, is no longer limited to one or two concerns as was the case 

in 1930, for today more than 30 mill companies have installed them, 

34. 'J’hc Tariff Board of 193:;, surprisingly enough, failed lo record the progrcs.s oi 
aulomalisation during 1930-33. The figures used by the Board do not hold 
today. The speed of 159 RPM would for a modern aiiioniatic loom be nearer 
180 ; the efficiency percentage would probably be higher by 5 to 15% over its 
figure of 68.6%, and with superior warping, spooling and sizing tiic breakage 
rate would also be lower than the Board’s figure of 4 and nearer 1.58 per hour. 
Moreover, the number of automatic Imims per weaver now is normally 8, and 

upto 16, and not 4 and 5 as was the ca.se in 1932. This is a concrete illustra¬ 

tion of the changed technical results which were regarded only twenty years 
back very differently. (Pp. 65-66 of the Report, comparative data from actual 
mill data for 1951.) 
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regionally distributed in the following pattern : Bombay City (14 mills), 
2,086 ; Ahmedabad (5 mills), 651 ; Madras and Bangalore (3 mills), 
3,689 ; Delhi (2 mills), 519 ; Pondicherry (2 mills), 518 ; and the 
remaining looms are distributed over the rest of the country. An 
obviously greater faith in this type of looms is noticeable with some five 
companies :— 


Biony & Co.*8 two mills in Madras and Bangalore 

3.689 automatic looms 

Delhi Cloth MiUh (2 mills) 

■,. 

519 

—do.— 

Standard Mills (Bombay) 

.., 

520 

— dO.r “ 

Hindustan Mills (Bombay) 


514 

—do.— 

Ambioa Mills (Ahmedabad) 

... 

403 

— do.— 



5»645 automatic looms 


The bulk of the automatic looms in the country are of the plain 
type, and arc mainly engaged in the production of shirting, coating, mull 
and voile fabrics. 

The extent to which automatic looms will and can replace ordinary 
looms depends mainly upon four factors : (1) die proportion of the 
above types of cloth,'" where the proof of local experience has already 
supplied the seal of approval ; (2) the extent to which the industry 
can go on to a more-looms-per-man system with existing ordinary looms 
will certainly affect the rate of automatisation (3) the savings in 
labour requirements would have different financial implicaiioni* in the 
various centres of the industry, according to the difference between the 
res]iectivc levels of their weaving wages, and a general movement towards 
automatisation is likely to make, on the whole, quicker and more sub¬ 
stantial progress in the higher wage regions than in areas of lower wage 
levels ; (4) the newer mills will be in a better position to adopt full-scale 
automatisation, because otherwise inevitable make-shifts in the prepara¬ 
tory departments would be avoided and there will be fewer vestiges of 
old labour deployment practices hampering progress. In the light of 
the considerations mentioned above, it would appear that the general 
tendency of growth in the automatic loomage will probably continue at 
a slightly faster pace, but their growth into anything even remotely 
resembling the American pattern,of almost wholly automatic, 
standardised weaving, is unlikely. The manufacture of such looms, at 
the initial annual capacity of 600 looms, already undertaken by an 

35. I'he savinj? in operatinji; costs (i.c. all expenses other than cotton and capital 
charges) varies with the type of cloth intended to be produced. Thus, accord¬ 
ing lo the data given by the British Working Party (Cotton), the saving 
amounts to in the case of drills, and 8.4% in the weaving of cambrics, 

op. cit., ji. 73. 

3(1. In view ol the general practice of giving 6 and 8 looms per weaver in other 
countries, th(! scope in this direction would appear to be very consider¬ 
able. For Briti.sh data, see Gray F. M., 77 /e HVv/rv*J•^v Wripr. 

37, For a description of American weaving practices see Report of the Productivity 
Team, Cotton Weaving, pp. 43-44. 
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Indian firm in Gwalior,’" will perhaps aid the tendency towards auto- 
matisation. 

The half-way position between full-scale automatic weaving and 
ordinary weaving, namely, the use of automatic attachments of various 
types, has been widely explored with very satisfactory results both in 
Japan ” and the United Kingdom. Their use in India has never been 
sufficiently widespread, and is probably worth exploring. 

This completes our survey of the cotton weaving equipment in the 
‘ mill ’ sector of the cotton textile industry. 

Adequate coverage demands the treatment of two more aspects : 
non-cotton weaving equipment with the ‘ mill ’ sector ; and the cotton 
weaving equipment of the powerloom sector. 

Non-Cotton Weaving Equipment in the ‘ Mill ’ Sector.— 
This may be divided into three categories : (i) blanket weaving ; 
(2) rayon and silk weaving ; and (3) wool weaving. The first tw'o 
are the most widespread trends, while the third is localised to a few, 
well-organised mills. 


The information gathered is very incomplete and does nothing else 
than laying down the minima :— 


— 



No. of Blanket* 
making Looms 
in India 

No. of Mills 
EngHged in 
Rayon Weaving 

Bombay City 



378 

4 

Ahmedabad 



30 

15 

Madhya Pradesh 



50 1 


Madhya Bharat 



97 

■ •. 

Uttar Pradesh 



25 

•• • 

Other areas 



30 

... 


Note: Infornialiori very inadequate. Based on Millowners’ Association, Annual 
Statement, 1950, and Worrall’s Enginecrinj; Diary, 1950. 


The only other data yielding some approximation of the importance 
and extent of non-weaving loomage is contained in the official figures 
of the production of such varieties of cloth. They are submitted 
below :— 


Production of cotton goods mixed 
with silk or wool 


1910-11 




Nil 

1916-17 




43/>no lb«. 

1925-26 




708.000 lbs. 

1928 29 




3212,000 lbs. 

1938-39 




7064.000 ibs. 

1949-50 




1596000 lbs. 

1950-51 




2664,000 lbs. 


38 . The Times of India, March 1952 . 

39 . Pearse Arno, The Cotton Industry of Japan and China, p. 11 . 





















IHE EQUIPMENT PAnTiRNS 


19 


The Powerloom Sector.—In the case of the ‘ powerloom ’ sector 
the available data enables a more complete picture to be drawn, 
despite gaps in information. The Fact-Finding Committee ““ (1941) 
estimated these at 11,640, of which 6,378 were reported to be 
engaged in cotton-weaving. 3,300 looms were engaged on arti¬ 
ficial silk (i.e. rayon) and silk, while nearly 900 were weaving 
‘ mixtures ’. 

Of the cotton-weaving looms 5,400 (or, 85%) w'crc in regions 
which now comprise the Bombay State. Since that date, the progress 
of the ‘ powerloom ’ sector has been staggering, buttressed by the diver¬ 
sion during war years of even non-cotton pow'crlooms to cotton weaving, 
as artificial silk yarn became almost unavailable during 1942 to 1946. 
In 1946, a powerloom census (excluding the State of Kolhapur, which 
would lower the FFC figure of 5,400 by 1,200) yielded the figure of 
14,700 looms. Stray, supporting data relating to other regions dis¬ 
plays the same trend of expansion and powerlooms engaged in weaving 
cotton yarns may be safely placed between 30,000 to 35,000. 

There are three very important features of this rc-cmergcnce of 
horizontal tendencies : (i) The average unit engaged in powerloom 
weaving is very small, though some six units with 300 and more looms 
exist. Only about 12,000 of the estimated loomage is in factories having 
25 or more looms,''" in contrast with the result of the Bombay Census 
(1946) that 14,719 looms were owned by 2,319 owners. (2) The 
regional dispersion of powerlooms comprises of mill, handloom, as well 
as other centres. (3) Finally, the general level of technical efficiency is 
necessarily low, because the supply of technical skill compares, on the 
whole, very poorly with mills, and the equipment is largely secondhand, 
having been bought from mills.^’ The biggest weaving units having 
more than 50 looms have a greater proportion of new equipment than 
tile smaller units. And, cases of equipment comparing with the best 
mills are to be found in every size range.'*^ 

40. J*a»c 40, 

41. Statistical Allas of Bombay Province, p. 70. 

42. Oflicial data relaiing to 1947. The regional distribution of these larger units 
is: Bombay, 7,100; Bengal, 1,600; South India, i, 0 oo and the Punjab, 
1,100 looms. 

43. The tendenty to utilize mainly secondhand machinery is equally important 
with smaller mills. In Ahmedabad, personal inquiries suggest, it is more 
general than Bombay. The biggest mills may be regarded as complete 
abstainers from this practice. For a lengthy list of such mills see Evirfcnce 
before the Tariff Board, 1926, Vol. IV, J. V. Desai’s testimony. A mill in 
Travancore put up 15.500 reconditioned spindles and 100 reconditioned looms, 
in 1948. {The Indian Textile Journal, 1947-48, p. 124 ) Significant in this 
connection was the recommendation of the Post-War Planning (Textiles) Com¬ 
mittee in 1945, prohibiting the import and use of such machinery. 

44. One of the finest weaving .sheds .seen by the writer anywhere in India is the 
Balakrishna Mills (83 looms) of Madura. Neat and well-spaced looms driven 
by underground motors, with pick counters attached to each loom, with a 
very low ratio of stopped looms, working in a room with a pleasant colour 
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Finishing Facilities—Extent and Evolution.—It is against the 
foregoing, complex background of developments that ihe addi¬ 
tion of non-spinning and non-weaving equipment inside the mill 
industry has to be a])praiscd. The following details were gathered 
from entries for each textile unit in Worrall’s Engineering Diary, 1950, 
and have been supplemented in several cases with information obtained 
from a number of other sources.'’ They relate to the larger cottoji 
textile units of Bombay City and Bombay Presidency, exclusive of the 
former. Reasonable accuracy is the only claim to precision that can be 
made. 

Bombay Presidency 
Bombay City (excluding Uoiubay 
^ ; City) 

Number of Cotton Textile I’nits ... 66 


Nature of Procossing Facility 


Number of units having the particular 
etjuipment 


1 . Calendering 

i 

54 

95 

2 . Bleaching 

37 ! 

95 

3 . Dyeing 

43 

93 

4 , Yarn Dyeing 

29 

65 

5 . Calico forinting 

10 

28 

6. Mercorising 

15 

24 

7. Sebreinering 

6 

8 

8. Others 

7 

4 


A few conclusions Ciuerge from the data given above. Firstly, that 
only the first four processing facilities, namely calendering, bleaching, 
dyeing and yarn dyeing arc the commonest, but yet arc not quite uni¬ 
versal. Secondly, the remaining facilities, due to one reason or another, 
are distributed amongst a smaller number of companies.”* And, finally, 
aldiough we liavc no indication of the magnitude of each type of pro¬ 
cessing facility with each unit, it is clear that spinning and weaving 
equipment figures are not adequate criteria of size,'* a point which has 
been recurringly reinfcjrced throughout this chapter. 


The extent to which a small number of units possess a fuller range 
of processing equipment, as compared to other units, is also surprising. 


stlioMc; and (McdiNclx lighlcd w tli llnoresccnt inbcs—au; prcsciilly more an 
index ol the possibilities, tiiaii tic aetnalities of the powcrlooni serlor. 

45. ligmes lor (»the] areas althougl displaying the same tendencies, were not 
worked out ])eeaiise of il)c inron pleieriess of intonnalion. 

It is alsr) cUa! from the al)o\e ligii 
orate eijinpimnl ol 

ii]>ortanee of this ecpiipmeni in a \ery well-(’fjuip])ed, bigger 
mill ran be seen Iroin the distriliniion (»f ilie iiisiiranee value of its iriaehinerv: 
Blow Room to Waiping. .pp ;, ; Drawing in to Weaving, 57% ; I'inisbing 
departments, T he figures relate to 1950-51. 
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Thus, in Bombay Presidency (excluding Bombay City) out of 155 con¬ 
cerns in all, only 82 had calendering, bleaching as well as dyeing faci¬ 
lities. If however, the fourth important line of process diversion were 
included within the demarcation line, the number of concerns possessing 
all the four commonest facilities would fall to 55. Analysed from the 
angle of concerns possessing more than five types of processing facilities, 
the results are even more impressive. Twenty-nine sucli concerns (Kr'o 
of the total), as may be judged from the ligures submitted below, not 
only had more than their proportional share of each facility, but this 
proportion rises to overwhelming levels when the less common facilities 
arc concerned. 



Total No. of 

No out of 29 

Col. 3 ns 

Nature of Processing Facility 

units wit h this 

concerns, with 

; per cent of 

facility 

this facility 

Col. 2 

.(1)_. 

^2) 

( 3 ) 

( 4 ) 

Bleaching .. ...; 

95 

28 

29 ‘,'' 

Calendering ... .. . i 

95 

28 

29'V. 

Dyeing ... 

93 

28 

30 ?;, 

Yarn Dyeing ... ... 

65 

26 

40% 

Mopferini ng ... ... 

24 

13 

54 Z 

Calico Printing 

28 

18 

64 % 

Schreinering 

8 

5 

63 % 

Others 

4 

4 

100 % 


Measurement in time of the development of these tendencies prior 
to T926 presents some difficulties, although it is knowm that the first 
plants were put up as early as the i88o’s. But the only other quanti¬ 
tative indication available is indirect,'^^ and relates to only one centre— 
liiombay City. And, that is the quantity of water consumed bv cotton 
mills of Bombay, which, apart from the increase in consumption due 
to the development of humidification is a fair index of the growth of 
bleaching and dyeing facilities. 


Year 


Water ConHuiriptioTi by Cotton 
M ills of Bombay City 


1908-09 

1918-19 

19 ? 9-30 

1938-39 

1948-49 


42 51 million pfallons 
8(110 —do — 

80.65 —do.— 

227 90 -do — 
313.87 -do.— 


SouKr: Various Annual Rqxnfs of ihc JMiinicipaliiy of Ron)!)av. 

48. One is the lonnai!;f f>t l)lea(liinja^ and dM'injz; niathincvy 

I (lyciruj; facilities has always been made within ilie eountry ; icioreovcr. 
can liardly rcflec the extent to which inainial bleadiinj^ and clyeinir were* 
If. 1 *. Mather, nplo i(»^o only half a dozen mcTcerisin^ 
to be found inside India's mills : ])y 19fo, no mote had been 
added, and cltirinj^ another ;v» ranges of the latest t\pe wt're installi d 
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The later growth of calico printing facilities and other processing 
facilities like mercerising are, however obvious in the value figures of 
our import trade statistics,’’” as well as the quantitative data supplied in 
Hritish Statistics of exports of machinery to India which are good indi¬ 
cation of the physical magnitudes involved, Britain being the chief 
supplier of textile machinery to India. 



Imports of printing and 

Value of Indian imports 


1 dninhing machinery from 

of printing machinery 


1 the H.K. into India 

only (lakh Rupees) 

Period 





; Total for 
' the period 
(tons) 

Annual 

Total for 

Annual 



Average 

the period 

Average 

1926-.10 

...^ 2.401 

480 

1.05 

0.21 

1931-3<»’* 

10,350 

1.039 

18 99 

2.11 

194'1-44 

.3.163 : 

; 632 

; 17.44 

3.49 

194.5-51 

... not available not available' 71.00 

11.80 


Sounrs : Atlaptal iuuii ilic Unifrd Kin<’d»uirs '] latlt* Slaiistits, X'oL HI, and 
1 lu‘ ScaboriK liadc of India, \’ol. 1, for iho diflficni y<ais. 

♦ 7 ho U.k. 1 radc ti^uios for have fucii atljnsfod Un ifu’ above rosidi, 

ufiicb woidtl aj)j)car, tlu rofon', lo be an nndt r-tslnnalt’. 

Finally, it may not be out of jdace to arrive at approximations of 
the bleaching, dyeing and printing capacities existent in the ' mill ’ sector 
of the cotton textile industry, with the aid of data contained in the Cen¬ 
suses of Manufactures, adding a necessarily arbitrary figure for excess 
capacity, which has been know'n to exist, and after makitiig adjustments 
for the gaps in the Census coverage. Our estimates arc submitted 
below : 

Cloth Bleaching Capacity ... 2,000 m.yds a year. 

Cloth Dyeing Capacity ... 1,000 m.yds a year. 

Calico Printing Capacity ... 400 m.yds a year. 

The capacity of the processing industry which is not a part of the 
mill industry is not likely to be le.ss than one-half ef the printing capacity 
and its cloth bleaching and dyeing capacity is probably between one-half 
to two-thirds of the cauacity in the ‘ mill ’ .sector. " And the more 

or bfiiii,; insullcd. It is suggested that a laigtr nicasuic of concciifration of this 
faiilitv obtains in Bombay Slate. See the Indian Textile Journal, April 19.51« 
p. 4O1. 

.p). Indian import statistics do not supply tlic (juaniifative data at all ; and a 
category-wise break-up in monetary terms is available only from 1923-24 
onwards. 

These figures may appear ovciestimates, but arc probably more guilty of under- 
staiemeiu. The following fi ires should serve as some proof: In 19 . 1 S, 145 
dyeing and bleaching factoric in Bombay State employed no less than 12,700 
workers; while another gro ip of niiscellaneous textile factories ernploved 
another 14,800 workers. The: e exclude the processing capacity available with 
silk mills, capable of being i ilised and iKjing utilised lo the purpose of pro¬ 
cessing cotton falirics. (Figures from the Statistical Atlas of Bombay Trovince, 
p. 71.) 
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manual trade probably is capable of dealing with a similar quantity of 
bleached and dyed goods as the non-mill processing industry and can 
block, and screen-print anywhere from loo to 200 million yards of 
cloth a year. 

Pooling together all the estimates for the entire cotton textile indus¬ 
try, we arrive at the following : 

Cloth bleaching capacity 4,000—4,850 m. yards a year. 

Cloth dyeing capacity 2,000—2,450 m. yards a year. 

Cloth printing capacity yoo — 800 m. yards a year. 

This closes our survey of the finishing equipment of the cotton 
textile industry in India. 

Variegation of Equipment—Other Aspects.—The variegation 
of equipment, in its major manifestations—the growth of com- 
}X)sitc mills, the adoption of non-cotton weaving equipment, and 
the growth of finishing or processing departments—^has already 
been dealt with. But the operation of these trends is not limited 
to these sectors. 

Nearly 40 mills in India have waste spinning plants, spinning on 
32,000 spindles. About half a dozen mosquito netting plants, two or 
three garment-making plants, 300 to 400 hosiery knitting machines and 
25 warp knitting looms, 20 well-equipped foundries and engineering 
workshons manufacturing a variety of articles for sale outside, consider¬ 
able machinery for the manufacture of bandings, tapes and niwars, 100 
looms for manufacturing belting and hose fabrics, 12 embroidery and 
lace machines, 3 or 4 chemical plants attached to mills, 3 tyre-cord 
fabric plants, with 70,000 spindles, 3 cotton hcald-making plants, about 
60 ginning and pressing factories and 4 bobbin-manufacturing plants,— 
these comprise the known range of equipment variegation in 1951.'^ 

The variegation process in its initial stages is intimately finked up 
with the high profit-making capacity of the cotton mill to which it 
is attached, but extensive personal investigations have failed to disclose 
that a particular size of the cotton mill, or a particular level or amount 
of its profits is necessary before such tendencies come into play. Indeed, 
several of the biggest mill companies have preferred manifold addition 
to ‘ cotton ’ equioment, and steadfastly refused even the installation of 
bigger repair shops. While some of the smallest mill companies are 

51 . The most oiitstandinpf example of these tendencies is the Delhi Cloth k General 
Mills Co. l.ld. Startinp; as a small spinning iinii in the i 88 o's it today com¬ 
prises 5 cotton mills, with full-fledsred finishing departments, 2 sucar mills, a 
power alcohol plant, a confectionery plant, a vecetable ehee plant, a tent 
factory, a fully automatic garment-making plant, and acricultural land. 
r,i*. At least one mill company, namely, the Seksaria Cotton Mills Co. Ltd.. Bombay, 
is known to manufacture for sale hosiery latch needles. 
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known to have branched off into a variety of other manufacturing acti¬ 
vities, especially during the war years. 

In terms of temporal evolution, the period from 1930 to 1951, 
may safely be regarded as the most important in the working out of these 
trends, the later years being more significant than the earlier years. No 
judg nent as to the extent of technical success and progress achieved 
in these odier .sectors is feasible. Financial implications arc ecjually 
submerged in the generality of respective company accounts and do not 
afford any scope for .specific a.s.sessment. The employment ojiportuni- 
ties created in these sections are also not precisely separable, but on the 
basis of scattered data gathered by the writer, it is surmised that between 
15,000 to 30,000, or about 2 to 4% of the labour force is so employed 
presently. 

D. CAPITAL INTENSIFICATION : PRESENT TRENDS 

The general tendencies towards capital intensification in the cotton 
mill industry, over the entire period of its existence, in the spinning, 
weaving, and fini.shing departments made themselves partly clear in the 
earlier sections of this chapter. Short-cut processing, higher drafts, and 
tape drives in the spinning department ; the introduction of superior 
varieties of ordinary looms, and tlic automatisation of looms in the 
weaving department ; and the almost complete substitution by machinery 
of manual methods of bleaching and dyeing in the finishing or processing 
departments are all innovations of this character. Their financial impli- 
cafions have varied with technological progress, on the one hand, and 
relative prices, on the other ; superior types of labour deployment have 
evolved, and their effect on the ratio of labour to capital equipment has 
also been of a capital intensifying character, although trends in wage 
costs have dominated the financial implications of each process, some¬ 
times and in some centres retarding the change, and at other times 
providing the most direct incentive to such a change. Moreover, in a 
non-homogenous industry like cotton textiles, there is no single range 
of mechanical patterns that can enable precise quantitative pictures to be 
drawn, and even if such could be drawn, in their very nature they would 
soon become obsolete. The danger is obviously greater in the evalua¬ 
tion of the Indian industry which has multiplied in the course of a 
century of growth, altered its production patterns beyond recognition, 
achieved rapid technological progress, and as is elaborated elsewhere in 
this book, materially altered the older organisational and financial 
structures. 

The acceleration of the trends towards capital intensification, quite 
clear since the 1920’s, has assumed a faster pace after 1945. Further- 

53 . See Rostas L., Prodiirtivitv, Prices & Distribution in Selected British Industries, 
p. 21 . Dr. Rostas classifies ihc product stnicluics of cotton spiniiinj^ and 
doubling industries in these terms. 
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more, in die past alterations were largely confined to changes that as 
far as possible diti not impinge uj>on the rest of the equijiment or the 
manner of its working in a given unit. Thus, to take a more extreme 
case, the change from manual to mechanical bleaching or dyeing did 
not materially affect the rest of the equijiment structure. Hut changes 
like short-cut processing, super-speed warping and spooling on the Ihirbar- 
Colman system,*' automatisation of looms, or, the latest types of slasher 
sizing, are not capable of piecemeal, isolated adoption. They involve, 
among other things (according to technical requirements, current mill 
practice and the sanction of industrial arbitral tribunals), a much better- 
paid, though smaller labour force, slowing down of machinery speeds, 
superior raw^ materials, more careful and specialised maintenance, greater 
specialisation of jobs, and superior technicians. An important conse¬ 
quence, detailed in the later chapter on financial aspects, is that by raising 
the proportion of overhead to current costs, the tasks of management, 
already made complex by the grow^th in the scale and types of equip¬ 
ment, have tended to dcvcilve into a more delicate financial balance than 
has been the case until very recently. 


sUiMMiNc; up 


Such are the contours of the equipment ]>atlerns in tlie cotton tex¬ 
tile industry of India. They rellect the growth of tin: early mill industry of 
small units into one with larger units, extended j)roccsses of production, 
diversification of production within as well as beyond the range of textile 
products. The trends also reveal the increasing compass of management 
functions, and jxiint to the necessity of harnessing su})erior skills of 
entrepreneurship and management to the same tasks. Also crystallized 
is the re-emergence of horizontal tendencies in the physical strucUire of 
the industry, signifying at once the creation of a competitor for the 
weaving industry, and a customer lor the products of the spinning 
section. 


As between mills, and sometimes as bctw’een regions, wide¬ 
spread progress in the adoption of new lines of equipment, is reflective 
of increasing internal competition. 

The financial implications of these various trends are not always 
foreseeable but their general upward influence on the proportion of over- 


51 


I’hr liarljt'i (ioIiDar sysiciu ol waipiiift* and s|K>f)ling is of Aimairan origir. and 
is a rnnarkahli.’ ad 

ken spill¬ 

ing, I’cxliues tlie Slock of ‘ pKucs; 

tlie iniinlicr of men required lo a lenUi of iliose previously employed. It 
V pcrccpiihly. Bui its higli capilal cost, and the 
of output, make ii unsuitable for the smaller mills, back 
f counts inside our mills, and the lowei' twist factor nor- 
) affect its technical eflicicncy. Jn June •‘'ix of the 

ggest Indian Mills, in Bomhay, Cawnpore, and Delhi, had alrtjady installed it. 
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head, fixed costs must result in making financial management more com¬ 
plex, and less stable. 

In fine, the evolution of equipment patterns has not been an isolated 
development. It has influenced, and has been modified, in its turn, 
by the competitive struggle ; it has taxed the organisational capacities 
available in the industry, and, not unlikely, will further add to the 
strain in the future ; and partly, at any rate, the patterns of the growth 
of the technical and managerial cadres have been influenced by it. 



Chapter II 


THE WAGE SITUATION 

The problems of labour have changed, both in their nature and 
in their emphasis during the evolution of the cotton mill industry in 
India. 

In the initial phase of the cotton textile industry the growth pattern 
was attuned to that of a developing industry, gradually acquiring a 
greater share of an already existing much higher demand. The labour 
force was enabled to grow at a high rate and newer avenues of employ¬ 
ment were rising throughout the country. This labour force was drawn, 
raw and crude, from definite, almost exclusive social classes and regions, 
aMiough the tendency was of differing importance in the various centres. 
These tendencies have not lost all of their previous rigour, although a 
material modification in the shape of a wider pattern of class dispersion 
of origins is discerned. The levels of wage remuneration offered to 
these new classes of the Indian industrial society were not too tempting, 
that is, did not imply a drastic deviation from the general w^age structure 
in the regions where industries were coming into existence. From the 
point of view of the mill industry, they had the advantage of being stable 
and continuous over a long period of time. The industry chronically 
faced problems of labour shortage,' despite a very high proportion of 
the jobs being of an unskilled character and requiring the minding of 
relatively simple types of machinery. But the long unregulated hours 
of work, the high disease and mortality rates of the bigger Indian towns 
of the nineteenth century, and the vastly different modes of urban living 
were factors continually retarding the industrial intake of new workers. 
The simultaneous urbanisation and the growth of other tertiary occii[xi- 
tions became competitive to the industry in the matter of labour supply. 
In other words, the problems of labour were mainly the problems of avail¬ 
ability, tackled primarily unitwise, leading to a confused pattern of 
differentiation in wage rates in almost every centre of the industry. As 
early as 1891 the advantages of standardization were perceived," but no 
substantive action was taken until after another four decades. Another 
feature of the situation was the willingness to abdicate managerial 
functions relating to the recruitment of labour in favour of the class of 
jobbers, with which we deal at some length in the next chapter. 

From this position the industry has moved away. Labour shortage 
is already a matter of history, and increasing responsibility in regard to 

1 . Rfrfwrt of the Royal Commission on Labour, p. ai. 

i>. Report of the Bombay Strike Enquiry Committee, 1928 - 29 , Vol. I, p. 86 . The 
first scheme was prepared by Mr. N. N. Wadia. 
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all problems of recruitment and laying off is being assumed by tbe 
managerial elements. It may not, of course, be disputed that legislative 
enactments have been significantly responsible for this new assumption 
of functions. The industry today employs a labour force that is volatile 
and not always well disciplined. But it matches greater efficiency 
against keen, perhaps too keen consciousness of its own rights. The 
job structure of the industry has altered both in character and in 
the range of component occupations. New departments have been 
added, older methods of work have undergone drastic transformation 
or elimination with the net results of a considerably larger proportion 
of skilled workers in the labour force, and a tremendous increase in 
the number of occupations covered by the industry. The expan¬ 
sion of the industry tends to add to employment, but the trends 
towards capital intensification traced in the chapter dealing with 
Equipment Patterns tend to reduce labour requirements per unit of 
physical output. 

The level of wages has tended to move very rapidly away from the 
general regional level of wages. Moreover, the wage patterns have 
become so changeable in the last fourteen years that certainty and stabi¬ 
lity in calculations of wage costs are non-existent. The Government 
and its entire arbitration machinery now interpose, in roles varying from 
observer to final arbiter, between the industry and its employees. The 
hours of work have been reduced by nearly 40% during the last fifty 
years. Mechanisation, notwithstanding regional and unitwise differences, 
is taking olacc now at a pace that is faster than it has been hitherto, 
creating the necessity for newer management approaches to patterns of 
labour deployment and employment. In wide sectors of the industry 
the trade unions have succeeded in becoming an additive influence to 
tile wage levels, irrespective of other considerations. Throughout the 
industry the trade union movement has also contributed to creating an 
attitude of defiance of management in the workers and succeeded in 
sponsoring, by a variety of means, disruptionist tendencies in employer- 
employee relationships. As a reaction to these forces, the utility and 
necessity of adopting an industry-wise approach in certain basic aspects 
of the employer’s labour |X)licy have become more acceptable. Finally, 
labour has now become a claimant, recognised by the judicial tribunals 
of the country, to the surplus arising out of the operation of the industry 
in a given year. 

Against this background of change in the nature and types of labour 
problems facing the industry, the developments in the wage situation 
are reviewed in the rest of this chapter. 
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A. THE WAGE SITUATION : THE EVOLUTION OF LEVFTS 

Early Stability and Slow Rise in Wages.—There is general agree¬ 
ment that the wage levels upto 1914 were remarkably stable.’ The 
facts in relation to Hombay City are presented below :— 

Snile of Monthly Wage.'; in lioinhay Mill.\ : lS7y amt l‘>(t^ 




1875 

1905 



Rs. 

Rs. 

Blow Room Hands 

... 

8 to 9 

10 to 12 

Orindors 

,, 

' 11 to 12 

13 to 14 

Strippers 


1 10 to 11 

12 to 13 

Can Boys 

... 

5 to 6 

7 to 9 

Fly-men 

... 

7 to 8 

10 to 11 

Drawing Tenters 

•*. 

9 to 10 

11 to 13 

Stubbing and Inter Tenters 

... 

12 to 13 

13 to 17 

K'lVing Tenters 

... 

13 to 14 

14 to 18 

Mule Spinners 

... 

i 18 to 22 

25 to 28 

Mule Piecera (lat and 2nd) 

... 

10 to 13 

13 to 16 

Throstle Piecers 

... 

j 7 to 8 

11 t»> 12 

DofTer Boy a ... 

... 

5 to 6 

7 to 8 

Reelera and Winder.? 

... 

! 6 to 8 i 

8 to 12 

Warpers 

... 

i 12 to 16 

16 to 22 

Sizorw, Front ... 

... 

; 20 to 35 1 

30 to 50 

Sizers^ Back ... 

... 

! 12 «o 14 

14 to 18 

Measurers 

.. .i 

1 10 to 15 

15 to 20 

Mochariios 

1 

1 15 to 50 

15 to 50 

Engine Drivers 

...j 

1 30 to 40 

40 to 70 

Firemen 

...! 

! 12 to 14 

14 to 18 

Nuwghanies ... 

...i 

12 to 14 

14 to 18 

Coolies 

...1 

1 

1 7 to 8 ! 

8 to 10 


Sourer: Riitnuj^ur, S. M.. Bombay Induslrics: j he 

In view of the general complaint of labour shortage made by Indian 
industry and noted as late as 1930 by the Royal Commission on I.abour,' 
it is remarkable that this position should have been maintained. The 
slow, gradual rise of wage levels characteristic of this phase of Indian 
industrial evolution is in sharp contrast to the situation facing the 
Japanese cotton textile employer.® 

Rural and Indu.strial Wage Relationships.—It would appear that 
this early phase of wage stability was co-incident with a period wherein 

Kiu’zynski J., A Short History of Labour Conditions undo Industrial Cajnto- 
lism, V()l. 1 , r*ail II, 1945. j)p. 4O cl scq. Dr. Kuc/yiiski’s toiu lusioiis :11c not 
quoted here as an olqcclivc statement of farts, for tlie .'iiaiistiial a])})roacli 
adopted by him involves an averaging out of wage movements in new as well 
as old centres, irrespective of the fad. tliai. the former vveie not in existence 
in the earlier period. J'hus his index of cotton mill wages rises from in 
1880 (iqoo-MOo) to 134 in 1914. More objective itivesligations by the Brices 
Enquiry Committee and by Dr. Buchanan in his “ Develojjiiient of Cajnialisiit 
Enterprise in India ’ (pp. ;?29 to also reveal the same jdiase o! stabit’ 

slow growth. According to Dr. Buchanan in iStki tlie index of wages stood 
at t)2, and in 1914 at 100. 

4. Page lit. 

5. Arno S. Pcarsc, hiternational Cotton Bulletin, 1934 - 35 . 
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rural and industrial wage levels were in greater consonance with each 
other than was the case during the inter-war period/ 

Probably the close identity of rural and industrial wage levels, re¬ 
inforced further by the obvious advantages of lower living costs in rural 
areas, the absence of the need for house rent payments therein, and the 
advantages of continuing to exist in accustomed, social settings, accounts 
for the shortage of labour continuously felt by Indian industry. The 
lower health standards and the greater incidence of mortality from vari¬ 
ous diseases in the towns must have exercised an additional restraining 
influence on the desirability of recruitment to the industrial working 
class,' from the point of view of the worker. 

Characteristics of Early Wage Patterns.—Also tending to peg wages 
at a lower level is the larger proportion of unskilled jobs in the cotton 
mill industry in the earlier phase than is the case presently. The Indus¬ 
trial Census of 1911 classified no less than 43 per cent of the workers 
employed as unskilled. 

The following figures relating to 1937 indicate the proportional 
importance of unskilled occupations of coolie and sweeper in Bombay 
Presidency, Bombay City and Ahmedabad. 


Borobay City 
Ahmedubad 
Bombay Presidenoy 


I 


Number of coolies 


No. of sweepers 


4,771 1,731 

2,363 867 

8,882 3,221 

! 


While it is not possible to lay down a clear-cut period-distribution 
recording the compositional movement of the job structure, it is obvious 

(>. Miinshi M. C., Comparative Wage I.evels, pp. 15-16 and 27. 

7 . '1 Ik? fij»iircs given below, tollccied from the ReporLs of the Municipal Coni- 
iiiissioner lor the City of Bombay, indicate that the proportion ()f wtuking 
class d(!aihs from the respiratory diseases was significantly higher than the 
toll of the latter for the population as a whole, until very recently. 


i 

__1 

1 Deaths from Respiratory Diseases 

Total No. of Deaths 

Cotton Mill 

Workers 

1 

1 

i 

Population 

Cotton Mill 
Workers 

Population 

1924-25 

r ] 

81 

1 

15,838 

142 

38.800 

1934-35 

185 

11,672 

360 

27.370 

1938-39 

146 

14,378 

323 

35,600 


Since most cotton mill workers are likely to return in an emergency to their 
villages the incidence of deaths from respiratory diseases is bound to be even 
greater than what is suggested by the above data. 
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that it now comprises a substantially higher proportion of skilled workers, 
than was the case in 1911. 

On the basis of more refined skill and responsibility differentials 
it is nevertheless unlikely that more than 40% of the occupations in the 
cotton mill industry could be presently classified in the category of skilled 
workers. 

The problems of wage determination in the industry were at no 
stage determined in terms of a collective industry-wide approach, 
although N. N. Wadia mooted a scheme for the standardisation of w.'iges 
in Bombay in 1891." In the wake of the First World War, the mill- 
owners of Bombay and Ahmcdabad took the first joint action in this 
rcgiird, by granting uniform rates of dearness allowance expressed in 
terms of percentages of the wage on a given date." From that time 
onwards, the collective approach to W'age problems gained in impor¬ 
tance and came to co-exist with the earlier unit-wise determination of 
wage policy. In Ahmcdabad there was an interesting experiment, 
although in limited sectors, between the Textile Labour Association and 
the millowners to bring about the standardisation of wage rates."’ But 
by and large the wage pattern was determined until 1934 by the indi¬ 
vidual employer in relation to the various factors affecting his own mill ; 
or, the wage pattern was essentially the result of the various influences 
that might have been effective at different times in the course of the 
mill company’s existence. The resulting wage pattern showed extensive 
intra-centre variation in wage rates, and also suffered from many ano¬ 
malies.“ 

The continued absence of legislative action enabled the strengthen¬ 
ing and perpetuation of the piece-meal construction of the wage structure. 
Moreover, since the industry’s .shift tow’ards production of higher counts 
of yarn mainly took place on the basis of conversion of sections of older 
mills and not of .specialisation, the fine spinning section is staffed, more 
or less closely, on the older patterns of labour deployment and remu¬ 
neration. The most significant result of this has been tlte failure of 
the industry to make an adequate increase in the complement of the 

Rrjwrt of the hmreett Kuquiry Conifnittcr, ifiuS-yt), X'ol. I, [>. SCk 
9. Rrjwrt of an Rtiffuiry into IVa^ircs and Hours of Labour in th 

Industry, pic*j)are(l by ihc l.abour Oflict:, Cioxcriiiiicrit ol Hoinl)ay, gives 

(pp. 167 to 109) a detailed history. .Sec also Report of the I’cMile Labour 
Lnqiiiry Coniniiltee, \'ol. II, Final Report, 1940, pp. 99 to lok*. 

Sec History of Wage Adjustments in the Aiimedahad Industry, VoL IV, issued 
by the Textile Labour Association, Ahmcdabad. Sir G. 1 ). Madgaonkar, 
Umpire in an industrial dispute affecting Ahmedabad, put this inlet pi etation 
upon an agreement arrived at in 1934 between the Textile Labour Assoc iation 
and the Millowners. (Pp. lit to 30.) 

II. The Tariff Board of 1926 pointed out that the difference between the earnings 
of the weavers and siders was greater than appeared reasonalilc. 'Lhis was a 
result, although not as objectionahle as the I’ariff Board felt, of the induce¬ 
ment of higher rates offered to the weavers, in the early stages, theirs being 
a more skilled job than the sidcr’s. An indication of the complexity of the 



32 


J'HE INDI AN con ON 'I’l.X'l Il.K INDUS I RY ; AN ECONOMIC ANALYSIS 


machinery to be looked after by workers employed on the spinning 
of finer yarns. 

Workers in the fine spinning section do not have a reasonable work¬ 
load in comparison with similar occupational designations in the coarser 
yarn section. 

Presently, without substantially affecting the anomalies that grew 
up with the old wage structure, a judicially recognised superstructure of 
standardised wage rates has been built by raising wage levels all round. 

Wage movements in the industry have not unnaturally had different 
directions and levels. In the past, wage rates in different centres dis¬ 
played very substantial differences, which liave not altogether disappeared 
even today. Thus, in 1914, the average earning per worker in the 
mofussil centres of the Bombay Presidency excluding Bombay, Ahmeda- 
bad and Sholapur was Rs. 11-14-1 : in Bombay City it was Rs. 16-6-3 ' 
in Ahmedabad, Rs. 13-9-9 ; arid in Sholapur, Rs. 10-9-4. These wide 
margins persisted until 1939 and have resulted in internal competition 
between mills based on lower labour costs rather than on considerations 
of technical efficiency. 

That these tendencies do still oj)erate can be seen from the following 
figures relating to 1944. The more recent position is discussed in 
another context elsewhere in this chapter. 

w.'ipfc fjatlcin. j^oiiijr (() almost inaiional ami ahsind levels, may be had from 
tlie followinn sfateiiKMit of how an .\]nn<*dal.)ad mill raidilated the Avages of 
a jheier ah- a si<ler in 

Wagrs (>) a jtiricr wurhing tnir-sidr o niadiiytc with 7.V0 sJti?ifUrs 




Rs. 

12 12 

0 

Amount fixed by the Award of 1920 . 

1 . 

Plus 

Ro. 

1 10 

0 

Dearness allowance since 1921 . 

2 . 

Plus 

Ro. 

1 0 

0 

Attendance Bonus. 



Rs. 

15 0 

0 


3 . 

Minus 


15 ;' 


Cut per Agreement in 1923 . 

4 . 

Plus 


8 V.'. 


Increase us per Award in 1930 . 

5 . 

Minus 


61 ?^ 


Cut aa per Delhi Agreement. 

6 . 

Plus 

Rs. 

0 2 

0 

Per Rupee, inierim increase granted by the Textile 






Labour Inquiry Committee, Bombay, in February 
1937 . 

Snunc: Adapt 

ed from 

the 

Rc'jjorl ol the IMilloAvners' Assoeiatimi, Ahmedabad, 


MU 7 * 

p. 




12. In American mills the following ]>ail<'rn n| labf»in deployment on dilfeicnt 
counis of yarn is to be found: — 

\umhrr nj Hint, required per 
i.oou spindles 

ns <1,2 


i':is 


'JAy\ 

31 s 
43s 


-•7 

i.ii 

7Ss 


1.4 

Sou rcr: 

Data adapted from 

Frodueiiviiy Team Report—Colton Spinning, 


p. 10-1 et seq. 
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Monthly Wages 






Ceutre 















i Doffors 

i 

Ring Siders Roolers 

Grey 

Winders 

Two Loom 
Weavers 


[ 

Rs. 



Rb. 


Rs. 



Ra. 


Ra. 


Bombay 

Ahmodabad 

f 

i 

f)l 



57 


53 



53 


75 


Sholapur 

... 1 

37 



.39 


30 



31 


61 


Poona 


53 



51 


38 



43 


.58 


Barsi 


21 



26 


21 



20 


43 


Surat 


56 



65 


57 



81 


56 


Gadag 


17 



22 


15 



17 


26 


Gokak 

! 

! 




14 


16 



11 





1 





Daily Wages 







Rfl. 

a. 

P 

Rs. 

a. p. Rs. 

a. 

P- 

Rs. a. p. Rs. 

a. 

P. 

Coimbaton* 

... 0 

8 

6 



0 

11 

0 

0 

12 0 

1 

10 

0 

Madras 

... 1 

7 

11 

1 

9 11 

2 

2 

4 

2 

0 3 

2 

5 

2 

Madura 

.. 1 

6 

6 

1 

8 f 

1 

5 

6 

1 

6 7 

1 

8 

7 

Kanpur 

... I 

12 

4 

1 1 

13 ( 

^ 1 

10 

0 

1 

12 0 

2 

6 

0 

Bengal 

...: 2 

8 

9 

1 1 

4 11 

1 

2 

0 

1 

1 9 

2 

4 

9 

Delhi 

... 1 

13 

5 

2 

5 f 


... 


1 

15 2 

2 

13 

5 

Akola ) 

Nagpur j 

...; 1 

7 

8 

1 

13 11 

1 

6 

2 



2 

6 

9 

Indore 

...' 1 

14 

7 

2 

’2 C 

1 

14 

9 

1 

15 0 

2 

12 

2 

Baroda 

... 2 

() 

5 



V 

6 

0 

o 

7 6 

: 3 

5 

7 

Bangalore 

0 

12 

11 

■V.l 13*3 1 

1 

1 

0 

i 

1 0 

1 

11 

3 

Oochin 

.. ; 0 

3 

9 ^ 

0 

12 4 

0 

7 

7 

0 

7 5 

1 

5 



I 


The variation in wage rates is great, and is further summarised 
below :— 

11 V/gr I’d) ltd ions (Daily Basis) 





Minimum 

Maximum 




Rs. a. p. 

Rs. a. 

DoiTors ... 



... 0 3 9 

2 2 6 

Ring Siders 


... 

... i 0 12 4 

2 8 0 

Reelers 



0 7 7 

2 3 6 

Grey Winders 



... 0 7 5 

3 18 

Two Loom Weavers 



1 5 3 

2 8 6 


These extremes of variations have materially affected the centre- 
wise locational shifts traced earlier. They have created v^ithin 
the country a competitive pattern which has low labour cost as 
the mainstay. The shift of the production of coarser counts of yarn 
to low-wage regions is the most important of these effects. It is how- 


3 
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ever to be appreciated that these broad tendencies were not coincident, 
speaking generally, with a movement towards significantly superior levels 
of labour deployment in these areas. Thus, in Coimbatore no less than 
7,831 siders were employed in 1944 to mind 4oo,()()() spindles, an 
average of approximately 50 spindles per sidcr. There were co-existent 
siders looking after only one-half of a side, three-quarters of a side, 
as well as single and double siders. In the data submitted below is 
contra.sted the labour deployment of siders in Bombay in 1937, against 
the position of Coimbatore in 1944. 



Coimbatore j Bombay 

J Siders 

2,690 

} Siders 

51 

SingieSiders ... ... 

1.560 4,536 

Double Siders 

3.521 4,616 

Treble Siders ... ... 

28 


Two trends emerge from the above table, (i) There is very great 
difference in the levels of labour deployment between the two centres 
and (2) there is also a tendency in the lower w'agc centre to adjust 
itself to a significantly lower, general level of labour deployment.'’’ 

H. PRESENT WAGE SITUATION 

Ba.sic Wage Structure.—After 1944, and more particularly in J947 
and 1948, legislative action in wage matters made itself felt on the basic 
wage pattern as distinguished from the temporary wartime grants of 
dearness allowance. By the end of 1948, well over 80% of the mills 
in India had their wage patterns standardised as a result of the awards 
made by various industrial tribunals. The tribunals sought to fix the 
minimum wages for the lowest paid and the most unskilled job, usually 
that of a sweeper or a coolie. The wage rates above the minimum 
were fixed, largely taking into account the older wage differentials 
between occupations. Almost never did the tribunals seek to alter the 
wage pattern by lowering the existing wage structure. In other words, 
standardisation of wage rates has kept intact almost all of the previous 
occupational differentiations but in the process of raising the lowest paid 
categories of workers to higher wage levels a tremendous, permanent 
upward influence has been exerted on the entire wage structure. 

In the statement given below are brought together the minimum 
basic wages fixed for cotton mills in different centres. It is apparent 

(’.awnporr would a|>f)(‘ai to be tlie only major exception to tJie above trend. 
During to they cnforcctl not merely wage cuts but continued to 

tlrastically rationalise. The Report of the (lawnporc I.abonr Fiujuiry Com¬ 
mittee supplies the details by occupations in its appendices. 
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that wage differences between centres still {KTsist, although their magni¬ 
tude is lower. Thus, minimum wages now vary from Rs. 16 per month 
in Oichin to Rs. 30 per month in boinbay City—a ditTcrcncc of less 
than 100% as against the older difference (see the preceding table) 
ranging upto about Soo^ ,. 


linsir Mininunii 

It 

hi\< 

// for the Least Shill 

ed 

\\ (nhr) in 

I in jin; Kinl 



CoUov Mill 

(’e Hires 





iVumbor of 

Date of 



Bahio 

Dearness 

Centre 

Mills 

I'lnforcoment Minimum Wage 

allowance 
(Jan.1952) 





Us. 

a. 

P. 

Ks. a. p. 

Craya 

.. All 

(1) 

September 3918 23 

0 

0 pesr mont li 


Donibfiy City 

.. All 

(6d) 

January 

1947 30 

0 

0 „ „ 

58 2 0 

Ahrnedubad 

... All 

(66) 

July 

3947 28 

0 


71. 2 3 

Sholapur 

... All 

(ri) 

End of 

1948 26 

0 

0 I* M 

59 .5 0 

Darsi 

.. All 


May 

1948 , 23 

8 

6 


Oadag 

... All 

(1) 

.lanuary 

3948 ‘ 21 

0 

0 „ „ 


Madhya Pradeel) 

... All 

(11) 

Jatiuary 

1918 26 

0 

0 „ „ 

43 9 8 

Madras 

... All 

(71) 

August 

1948 20 

0 

0 „ 

44 7 0 

West Bengal* 

.. All 

(16) 

August 

1948 . 20 

2 


30 0 0 

Indore 

.. All 

(H) 

August 

3947 26 

0 

0 „ „ 

51 9 0 

Cochin 


(1) 

Septomber 3948 0 

9 

9 per day 


Baroda 

All 

(t) 


26 

0 

0 per month 

2^ 

o 

i 

i 

* foi women 

wcnkeis 

lb( w; 

igt: is K". 1', 

‘*9- TV'. 

ol 

ibe b;tsi( iiiiu!imi;n 


I(»r iiKtit. 


Soiufcw ( 1 ) liuliisliiiil .A\s;u{|s in Intliii, An .Viuhsi.s, |>ji. i’,;,■',(>• 

(If) Olfitidl .Miilistits rciiiiinu tlu* iiuinlx'i ol fiiills. 

( ;) Intliiin l.aljonr (lii/cilc, Id). p. (ipfi. 

In .Saiii.i^hlKi liic l)a'-i( ininiiniiin is laiti tiown at Ks. | ioi a Diniilh ol 

I'd woikin” <la\s. 

Ikyoiul this iniiiimiiiii, haMic raus arc lo lx* drlcrniiticd ai I wo dinnent laics, 
one and llie ttilur lower, loi workers in luo mtuijrs ol mills, dasetl on 

(erlain (eiilre-timijiosilioiis, deirriiiiiied l>\ ilie .Saurasliira l.ahoiir Iincsii<^alion 
CfMiJMiitlee. Dearness Allowame rates are laid down at dilTerenl levels ioi iliree 
j;i()iijj.s ol mills as j>ei( enla!.;e ol the ralt s ol (h arness allt)wanic obtaining in 
Alniiedahad, I liiis, 

So'’[, ... (iiouj) A: Mills in Rajkot Itliavna^ai. 

7o‘;|, ... (iron]) R: Mills in ankaner K Porhiindei. 

tio'’p ... (iroiij) V.: .Mills in .Sinendranas^ar, Moi\i. .Mahnva. |amnauai 

and tite rest. 

The inagnilLulc of the change eilected hy the new awards in lerms 
of labour cost has not been appreciated adccpialely because of ihe seljcr's 
market in which they came into operation." 

I]. I'Aen in a iciilre like Aliinedal)ad llie persisteini“ ol wai^e diHerentes was 
obviously an i)ii])r)riant lac lot in deiorniining the profitability oi various 
mill (ompanies. .As Sir (i. D. Madj'aonkar pointed oiU in n);;7, some 
ol llie most proniineni, proj;re.ssiv(*, and iip-lo-dalc mills did not belonj; to iln 
Miilowneis’ A.ssociaiion aiul \v(M’e llierelore not bound b\ any aj^reeinert be¬ 
tween iIk' I'extile Labour Association and the Millowners' As.sot iatioii. In some 
cases, llie older mills ])elon|i;in);; lo some of llie maiiaf>in|:; a};enls were membeis 
ol the Millowners' Assoeiation but llie newer mills weir senipiiloiislv kept out 
of tlie Assotiaiion (p. ti). riit* Textile Labour .Assotiaiion siipjilics tlie follow- 
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Dearness Allowance.—The higher basic wage is only the first step 
in appreciating the labour costs. Dearness allowance schemes have been 
worked out in a variety of ways.**’ Invariably they started as a small 
sum of money which was a provisional arrangement that could not and 
did not materially affect the basic w^age pattern. It was probably 
thought that they were provisions made during the period of war (1939- 
45) emergency and to be cancelled as such, no sooner the emergency 
was over. Given as flat amounts to every worker irrespective of the 
quantum of his basic wage or his occupational status, these sums are 
for most mills significantly larger than the basic wage bill for categories 
of workers other than weavers, warpers, drawer-ins, and the like. As 
Dr. Zachriah suggests, this level of the dearness allowance has a lower¬ 
ing effect on the differentials between occupations. In Bombay, in 1939, 
the wage of a 2-loom weaver was nearly Re. 1-6-0 and the corresponding 
wage for a coolie was between annas ii and annas 12. Presently, the 
coolie or the swcej.x;r gets Rs. 30 as basic wage and Rs. 55 as dearness 
allowance making a total of Rs. 85. A weaver today would make 
between Rs. 42 and 50 as basic w^age and earn an identical amount by 
way of dearness allowance. This means that a weaver’s total wage today 
is only about 20% higher than that of a coolie or a sweeper, in contra¬ 
distinction to a difference of 80 to 100% in 1939. 

The chart opposite illustrates the diverse growth in the quantum of 
dearness allowance in Bombay City and Ahmedabad, and makes two 
more propositions obvious. 

(i) The level of dearness allowance in Ahmedabad has persistently 
exceeded the dearness allowance in Bombay although the difference 
between the two has been narrowing of late. This is in contrast to 
the provisions in the basic standardised wage structure of the two centres 
which lay down that the minimum Bombay wage (Rs. 30) should be 
higher by 7% as compared to Ahmedabad (Rs. 28). 

iiij; figiircs. which point to the material differciue winch lower wai;e cost must 
make to the final profits position: 

A}inu'dabad mills dwided aaordhig to wage ln»cls bring 

No. of MiUb I Higher Average Lower 

44 , 20 ! 12 

20 2 6 

64 22 : 18 

.., .. J .. . .... _ L.. -__.. _ _ _ 

See History of Wage Adjustments in Ahmedabad Textile Industry, 

\ol. IV. p. J41. 

15 . Sec Industrial Awards in Jridia, p. 31 . 

It). Industrial Relations—Vh.D. Tlicsis registered with the Boinhay ITiiiversitv in 
i().r,o, pp. 23-24. 


12 

12 

24 


Millfl above a stated 
profit level. 

Mills below a stated 
profit level. 
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Incidentally, this is also one of the best examples of trade unions 
acting as an additive influence on the wage level, since the Textile 
Labour Association of Ahmedabad is mainly instrumental in getting to 
Ahmedabad workers of the lowest category ioo% neutralization of the 
increase in the cost of living as against 76% upto 1947 and C)()% neutra¬ 
lization after the date '' in Bombay. 

(2) The ‘ insert ’ crystallises the inconsistency of the relationship 
between the basic wage and dearness allowance in different centres and 
over a period of time. The dearness allowance, consequently, conti¬ 
nuously goes on altering the relative labour cost position of the various 
centres. 

By way of an additional illustration is submitted below a table 
which compares the dearness allowance rates in Bombay and Sholapur 
during 1949-50 :— 


■In Jlhislrulion 0/ llic ('.onjiicliug 'I'mids in HV/ifrv (Dcainc'is .llhnrancr) 


Month 

Bombay 

Sholapur 

Difference 

1949 

Rs. 

Rs. 


August' 

51 

54 

-3 

September ... 

52 

53 

- 1 

Ootober 

52 

.54 

— 2 

November ... 

52 

54 

‘ 2 

December 

55 

53 

1 2 

1950 




January 

52 

53 

■~1 

February 

53 

53 

Nil 

March 

51 

53 

_2 

April 

51 

54 

-3 

May 

52 

51 

f 1 

June 

53 

50 

+3 

July 

53 

51 

+2 

August 

57 

i 

51 

+6 


During the short period of one year the dearness allowance in 
Bombay has increased by 12% whereas the dearness allowance in 
Sholapur has declined by 5%. 

Bonus Payments.—The basic wage and the dearness allowance 
together ftirm the bulk of the labour cost. To these must now be added 
the more or lc.ss regular payment of an annual bonus by all mills in 

17. Tlic adtlilivc influence! ol lilt* Textile Lahoui Associaiion is also icll in (cnirtrs 
other iliiin Ahinedahad. In 1949, c.g, the waj’c ol a cotton mill worker in 
Sural was Rs. which is iiigher than the Boiiihay wage ol Rs. i .i>,St). 

Figures Irom the liullrliii of liurrau of luonomirs and Statist its, (ioxcinmcMi 
of Ilonihay, July 1951. 
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most centres. Tremendous variation in the c|uantiim and in the 
methods of calculating and arriving at the quantum of the bonus is also 
the characteristic in this case which was sought to be avoided by the 
region-cum-industry approach. Moreover, the }X)ssibility that in more 
normal times the number of losing concerns may not be as small as 
it has been in recent years makes the principle of excepting losing 
concerns capable of creating in such times a grave situation of employee 
discontent. The possibility is not merely academic but almost a funda' 
mental situation in the cotton mill industry in normal times. 

Secondly, the enforcement of payment of bonus by a company 
which makes a profit of say Rupee one, and the avoidance of the need 
for making such payment in the event of a loss of Rupee one may be 
a sound legal distinction between profit and loss. But its economic 
justification is questionable. The (lifference between a small loss and 
a small protit ean be fairlv regarded onlv as one of degree and not 
ol kind.'' 

FurtheruKjre, concerns with greater capacity to make profits a.re 
placcil under a relatively greater burden of Iaoiuis payment during less 
prosperous times than tlic industry as a whole under the present system 
of bonus payments. This is so because in more prosperous times even 
the marginal units are enabled to make profits and in estimating the total 
of profitable financial results they are included. In less prosperous 
times, these units are excluded, and the aggregate of profits consists 
only ot the results of better concerns in terms of profit-making capacity. 
If there is an identical basis of calculation of the bonus payable in both 
prosperous and less j)rospcrous times than in the latter case, the better 
concerns liavc to bear the entire burden of a particular year's bonus 
payment. Camversely, the incidence on them of a given proportion of 
aggregate prolits being paid out as bonus is lower in more prosperous 
times. Whether the two tendencies, operating to lower the incidence 
in one case, and to raise it in the other equate the burden of bonus pay¬ 
ment is a matter to be determined bv reference to the facts of the years 
to CO ve, and not by argumentative hypotheses. 

Although jiot forming more than 5 to 7 /, of the total wage bill, 
these payments have an unstabilising effect on the industry. Normally 
granted on a region-cum-industry basis, they arc uniform payments for 
all mill s witliin a given region.'"’ This uniformity means that the profits 
of all the concerns in the region arc aggregateil anti various assumptions 
about depreciation, lic[uid resources, replacement reserves, tax payments, 

iS. In <inly mills unv s<» c sn jiiid in Hnml>;tN, iimi in iwo siu h 

mills were rxccplfd. 

i<). I Ik^ indiucnumi l<> mills wiili ;i simtii profit to (onvcit il into :i loss by mani- 
pidaiinj; ilu* actoiinis in a small way, or in a more exireme <as<N hy enleiinn 
into a iransatiion ilial will yield a loss so as to obviate the need for making a 
mmb lai^er bonus paymcjir tan haidiv be re^aixletl as Jualthy. 



BONUS ALLOCATIONS; 
BOMBAY MILLS 



11^47 i!) 4 H im 1950 


(I)at;i adapted Irom industrial (a)tn’l Awards) 


N’t't Profii Alt tr I axai i< >11 fCroif Rupees) 
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etc. formed on a similar basis. In view of the wide disparity in the 
profit-earning capacity of various mills, these industry-wise generalisa¬ 
tions have but limited validity for tlie component individual units. A 
company with a smaller profit, under this principle, has to make a bonus 
payment that takes away a much larger proportion of its profits than is 
the case with a company having much bigger profits. The present system 
has averaged out, particularly in centres like Hombay and Ahmeda- 
bad, the difference in financial results between coarse, medium, and 
fine spinning mills. Moreover, the judicial refusal to recognise the 
difference made to the aggregate, and, therefore, to the final payment 
by the presence of unusually large or small concerns also results in the 
bonus payment having very widely different relations to the profits of 
each concern.*'‘ 

A widely accepted j^rinciplc in the making of bonus payments is 
the omission of concerns making losses from the liability to make such 
payments.'* Two consequences follow from the judicial acceptance of 
this proposition. Firstly, it detracts from the region-cum-industry 
principle,*’ and secondly by excluding workers employed in those mills 
it creates the very same situation of disparity of payjnent. 

The more or less regular payment of an annual bonus makes the 
worker in effect a residual claimant on a j)ar with the shareholders, 
though not in status, of the net surplus arising out of the operations 
(jf any given year, after providing a certain minimum percentage by 
way of dividend or return on the capital employed. The tribunals have 
failed to evolve a satisfactory criterion for determining the aggregate of 
capital employed or the components of that caj^ital. 

It is to be also noted that the financial return to the shareholders is 
now dependent on the t^roportion of bonus payment to the volume of 
profits of their company (which is not likely to be the same as the 
general proportion laid down for industry in a particular region) and 
the prior need to fiml liquid resources with which to make bonus pay^ 
ments before dividends arc paid out. 

In the chart opposite we presejit the allocation of prolils made in 
the bonus awards of recent years for mills in Bombay City. It is clear 
that the basis of bonus payments has not remained constant and there 
is a noticeable tendency to alter the other variables so as to yield a certain 
bonus payment. It is not implied that bonus payments have not declined 

i»o. Many mill cnnijjaiiics in ilu: sinalkT ((•iiliTs <>l)\ioiisIv do not lia\f ilic advanlaj*c’ 
ol adoptiiig tlir roj^ion-diin industry basis in tlicir bonus pavnionis IxTaiisc ol 
llic cxislciicc of oiu: or only a ft’w mill tompanii's in tlu* region, 
iji. T]u‘ ditrcrauc U) ihc at’^^rtri^atc rmaiuial results and to the level of bonus |»av 
merit in siidi a situation was almost Ibreed upon tlu- Industrial Court in lire 
ease of the Art-Silk Mill Industry of llonrbay City, T.( .K. (bom.). 1951, p. S jf*. 
Industrial Awards in India, p. bo rt srq. 

The Rc^pnrt of the Profit-Sharing (Committee (191^.49) afcejiied this principle 
unanimously. 
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at all with downward shifts in profit. Ikit it is equally definite that 
bonus payments have not altered in the same downward pro{X)rtion 
with a decline in profits. 

Other Elements in Labour Costs.—Labour costs now also comprise 
elements other than the basic wage, the dearness allowance, and the 
bonus payment. Leave with pay, as now laid down by the law% and 
taking into account the less than universal proportion of regular workers 
in Indian industry, amounts to about 4 to 6% of the basic w'agc and 
the dearness allowance combined. The latest legislative provisions about 
employers’ contributions to provident funds will make an addition of 
another Welfare provisions and facilities j)robably cost the 

industry upto 2'v of the total wage bill. Higher administrative costs, 
particularly as a result of the new managemental approach to the pro¬ 
blems of labour, have also become necessary. The legislative reduction 
of working hours has also had to be matched by a higher wage in many 
cases, and has had an upw'ard effect on the total wage cost per man-hour 
in the industry. 

Review’ of Main Trends.—review (jf the major changes in the 
wage situati<»n is offered below in iwo different contexts. 

((/) The table submitted below traces the evolution of labour costs 
in Iknnhay mills. 


Cost (in pios) per Mun-hour 


I87r) 





5 to 6 pies 

1900 





7 to 8 pios 

1914 





9 to 10 pios 

1921 





20 to 25 pies 

1937 





18 to 23 pies 

1948 




.. 1 

100 pies 

19;U 




.. ; 

130 pies 


Hased on official data, and adjusted for the approximate Icnath 
in hours of the working day, the above figures are a reflection of the 
\argc variety of different forces at work. The magnitude of the changes 
effected in the last fifteen years is in sharp contrast to the extent%)f 
upward shift in wages in any comparable previous period, including 
1914-21. Combined with the instability characteristic of the wage 
pattern traced earlier, the rise in wage levels points to the pressing need 
for the industry as a whole to approach everrising levels of labour 
deployment, and deepening of capital. 

Pointing to the same conclusion, and incidentally also indi¬ 
cating the effect of various judicial awards in the matter of minimum 
and standard wages, is the data submitted below. The provincial data 
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of wage payments and mandiours worked arc arranged according to 
the proportion of man-hours worked at different levels oi labour cost. 


Proportion of Man-hours Worked 



Cost io pies 

1946 

1947 

1948 

31 to 

40 pies 

lO-S';", 

3'V. 


41 to 

50 pies 

34.0‘;, 

2 % 

1 %. 

51 to 

60 pies 

2.5% 

23% 

7% 

61 to 

70 pies 

62.0% 

7‘;;. 

5% 

71 to 

80 pies 


14'V. 

1.5'V. 

81 to 
91 to 

90 pies 

100 pies 


61% 

12 % 

60% 


Average cost per i---:- 

man-hour ...[ 6i pies 74 pies 90 pies 

; i 


Sount : Rased on ('ciisust s of Manula( uin s. im.}7 uikI 


Since many wage awards came into operation only in 1(^4^, the 
position in 1949, the first full year of their operation, is certain to show 
even a greater narrowing of the wage gap between various areas. In 
other words, the wage aw'ards have fundamentally affected the major 
and for some mills the only competitive support available for continued 
profitable existence with a comparatively lower level of labour deploy¬ 
ment in low wage areas. 

To place matters differently, high wage costs are now a generalised 
proposition applying to tlie bulk of the industry, and not limited to a 
few isolated centres like Bombay. The reactions to high v^age costs 
during the inter-w^ar jKriod on the part of Bombay Mills are traced in 
detail in the next section, but to anticipate some of our conclusions, a 
higher level of labour deployment than now obtaining is imperative, and 
may not be avoided. 

These aspects of the present w^'age structure render the results of 
the study of similar situations in the inter-war period more significant. 
The following section is directed to such a study. 


C. THE WAGE SITUATION : ALLIED ASPECTS 

The variation in wage rates, accompanied by the very considerable 
rise in wage levels has had equally important repercussions on the levels 
of labour deployment and on some aspects of the job structure. The 
variation in w^age rates probably has considerable causal responsibility 
for the shift in regional locale from centres like Bombay and Ahmedabad 
to low wage cost areas. The rising wage level has strengthened the 
tendencies towards capital intensification, and has given impetus to the 
attempts to approach superior levels of labour deployment. It is not 
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unlikely that the working of fixed capital on ii more intensive basis is 
also influenced to some extent by the changes in wage levels. 

We saw in the preceding section that wage costs in Bombay and 
Ahmedabad persistently exceeded, before 1944, the wage levels in other 
parts of the country. These implied that tlie Bombay and Ahmedabad 
mills, catering to essentially the same market had to have a greater ratio 
of machines to men than was the case or the necessity elsewhere. 
Influenced by various developments in the equipment patterns, and in 
turn shaping them, the industry now possesses varied patterns of labour 
deployment. 

In the six tables that follow the various tendencies are crystallized 
in so far as the availability of data permits a clear picture. 

The Occupational Structure : Bombay and Ahmedabad.—Table 
“ A brings out the changes in the pattern of occupational distribution 
of workers between two years, 1921 and 1937, in a centre like Bombay 
City, where the industry was declining in terms of the number of 
workers employed, the quantity of cotton consumed, and the quantity 
of yarn s])un, although during the same perioil cloth production recorded 
an increase of nearly 5o';{. It will be noticed that most of the .spinning 
occupations recorded a decline : but, many of the weaving occupations 
also showed a decline. 


J AliLK •• A ■■ 

'Ihe Chatigiii^ Job Slrticluie, liinnhuy 


1. Opener Attendants (Blow Room) 

2. Card Strippers 

3. Card Grinders 

4. Lap Carriers 

5. Fly Collectors 

6. Carding Machine Attendants 

7. Stubbing Frame Tenters 

8. Inter Tenters 

9. Roving Frame Tenters 

10. Doffers 

11. Skiers 

12. Mule Spinners 

13. Keelers 

14. Pirn Winders 

15. Warpers 

16. Warping Creelers 

17. Back Sizers 

18. Front Sizers 

19. Size Mixers 

20. Drawors-in 

21. Beam Carriers 

22. Fancy Jobbers 


1921 


2,504 

957 

682 

221 

275 

488 

1,161 

1,836 

3,984 

12,466 

15,132 

3,430 

10,511 

2,445 

1,025 

311 

415 

404 

204 

9 

43 

91 


1937 


843 (D) 
402 (D) 
165 (D) 
292 (E) 
149 (D) 
784 (E) 
718 (D) 
1,271 (D) 
1,835 (D) 
8,040 (D) 
13,756 (D) 
624 (D) 
5,9^a (D) 
3,184 (E) 
986 (D) 
119 (D) 
438 (E) 
448 (E) 
203 


143 (E) 
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23. Front Calendermen 

24. Baok Calendermen 

25. Cut-lookers 

26. Folders 

27. Piece Stitchers 

28. Moiormen 

29. Wircmen 

30. Watc’hmen 

31. Steam Engine Drivers 

32. Firemen 

33. Oilmen 

34. Masons 

35. Carpenters 

36. Colour Winders 

37. Grey Winders 


1921 

1937 


199 

156 

(D) 

238 

199 

(I>) 

233 

645 

(E) 

934 

1,485 

(E) 

1.53 

224 

(E) 

44 

273 

(E) 

48 

62 

(E) 

1,603 

975 

(D) 

74 

10 

(B) 

366 

147 

(D) 

752 

1,153 

(E) 

73 

113 

(E) 

240 

453 

(E) 

2,100 

3,424 

(E) 

5,979 

4,712 

(K) 


(D) (Ifiioir^ ;ii\ fxriipaiioii had Irwci riiunhns in mj;;; ilian was ilic case 

in iQiii. 

(1/)—(kiiotis an o((U]>a(ion uhidi had iiiok woiktis in than was ilur mw. 

ill 

\tftr.~ ’riu: ii)yi fij:;urcs Iia\<- heni fhroui»hoiH laisctl l>y jo*',', I’Kini ihc tola) as 
s»iv<'n in llic Honihay \\'a«»t* hiujuiiA o) M)im whiili (overrd only (jo^'jj ot 
ilic (0(1011 mill industry. 

Soiirtcs: Adapted and eotnjiih'd from: 

(0 Kepoii of an Kn(|uiry into the* \\ai»es and Hours ol Lahoui in the 
(anion Mill Imiusirv. (ioctnninenl of Komhav, ni:*!. 
i‘j) Report of tin? rextilc; l.ahour hujuiry (.oinniiiu'e. \'oi. 11 . l inal 
Repori, M||i. liombav. 

The shift to the production of dhotics and saris with dobby boniers is 
to be seen from the increase in the number of fancy jobbers. Tlie 
fullest use rendered possible for certain ty])es of eejuipment is to be seen 
in the decline of the occupations of calendermen. The decline in the 
number of steam-engine drivers is to be comj)ared with the increase in 
the number of motormen, which is an index of the extent of electrifica¬ 
tion achieved in liombay mills. TItc reduction in the numbers in the 
blow rcjom and carding occupations (occupations J, 2 and is due to 
the adoption of short-cut processing on the one hand, and a reduction 
in the quantity of cotton to be processed, on the other. The reduction 
in frame tenters, doffers, and siders reveals a tendency towards superior 
levels of labour deployment as also a reduction in the quantity of yarn 
produced. The decline in mule spinning illustrates a declining jiro- 
ductivc technique withering away only slowly. The drastic rctiuclion 
from 10,500 in 1921 to 5,900 in 1937 in the number of rcclcrs is a 
consequence of the trade in yarn being lost by the mills of Bombay to 
upcountry mills. The remarkable increase in pirn winding is evidence 
of the shift of the industry from .spinning to weaving. The growth of 
finishing and processing departments, to which we referred in the 
chapter dealing with equipment patterns, is not directly amenable to a 
quantitative statement of the .same type, but the growth in tlie number 
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of colour winders from 2,ioo to 3,400 is an indication of the magnitude 
of the development of yarn dyeing. 

Table “B” tleals with a situation which almost upto ipj7 was 
diametrically opposite to that of Bombay. Ahmedabad was an expand- 

I ABLK •• li ’ 


I he I'.hangintr Jab Strueiure : 1921-1937, Ahmedabad 



— 


j 

1923 

1937 


1. 

Blow Room Machine Attendants 


1 

650 

483 

(D) 

2. 

Card Grinders 



113 

127 

(E) 

3. 

Card Strippers 



256 

306 

(E) 

4. 

Lap Carriers 



117 

121 

(E) 

5. 

Fly Collectors 



25 

53 

(E) 

6. 

Card Tenters 



460 

398 

(D) 

7. 

Drawing Frame Tenters 



221 

868 

(D) 

8. 

Slabbing Frame Tenters 



618 

446 

(D) 

9. 

Inter Frame Tenters ... 



833 

646 

(t)) 

10. 

Roving Frame Tenters... 



1,477 

1.49.5 

(E) 

11. 

Sidora 



3,075 

7,197 

(E) 

12. 

Doffers 



1,370 

5,642 

(E) 

13. 

Mule Spinning 



130 

Nil 

(D) 





Approx. 


(E) 

14, 

Keelers 



1,244 

1,411 

(E) 

15. 

Grej^ Winders 



«»3 

4,050 

(r>) 

16. 

Pirn Winders 



623 

105 


17. 

Colour Winders 




2,174 


18. 

Warpers 



431 

805 

(E) 

19. 

Front Si/ers 



232 

381 

(E) 

20. 

Back Sizers 



233 

381 

(E) 

21. 

Size Mixers 



137 

150 

(E) 

22. 

Beam Carriers 



96 

62 


23. 

DrawerS’in 



294 

154 


24. 

Front Calendermen 



89 

211 

(E) 

25. 

Back Calendermen 



70 

222 

(E) 

26. 

Cut'lookers 



31 

4 


27. 

Folders 



348 

716 

(E) 

28. 

Piece Stitchers 



28 

58 

(E) 

29. 

Engine Drivers 



76 

70 

(O) 

30. 

Boiler Attendants 



8 

76 

(E) 

31. 

Firemen 



161 

272 

(E) 

32. 

Motormen 



6 

7 

(E) 

33. 

Wirernen 



9 

106 

(E) 

34. 

Carpenters 



271 

209 

(D) 

35. 

Masons 



55 i 

60 

(E) 

36. 

Watchmen 



855 

1,139 

(E) 

37. 

Fancy Jobbers 




425 



(D)—denotes an oa iijjai ion wliiih had fewer miiribers in i()37 lhan was the case 
in 

(K)—denotes an (ue npation wliich had more workers in 19*^7 tJian was ihe ease 
in 

Sources. A<Ia])ted and (oinjiiltrd from: 

(1) Ki‘j>ort oJ an Ir'iujuiry into the Wages and Honrs of Lahoiir ifi the 
(iolton Mill hidiiMiy, (Government of Bombay, ojay,. 
i'j) Re[)t)!t of the Textile l.alMuir Tnr|iiirv (lornmitlee. \'ol. IF, I'inal 
Report, 1911. Bombay. 
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ing centre by any of the three criteria ; cotton consumed, yam produced, 
and the number of hands employed. In contrast to the industry in 
Bombay very few occupations in Ahmedabad registered a decline in 
numbers. But the comparatively smaller growth in some occupations 
as compared to others is an indication of the operation of tendencies 
towards mechanisation and higher levels of labour deployment. This 
is true of the blow-room and carding occupations, and of frame tenters, 
in particular. 

Three differences in the Bombay and Ahmedabad (•cciij'iational 
patterns may be noted, (i) The number of fancy jobbers in Bom¬ 
bay (143) is only about one-third of the figure in Ahmedabad. rhis 
indicates the greater specialisation of Ahmedabad in the sari and dhoti 
trades. (2) The small number of reelers in Ahmedabad, (vvhicli too 
is mainly due to the necessities of hank-dyeing of yarn used in the 
weaving of some cloths), indicates the very limited reliance on the varn 
trade in contrast to Bombay City. (3) Pirn winding is not favoured in 
Ahmedabad where it is a declining occupation in contrast to Bombay 
where it was one of the most rapidly expanding occupations."^ 

Superior Levels of Labour Deployment,—Tables C ”, I) ' aiul 
“E” deal with various aspects of weaving labour deployment, to bring 
out by way of illustration the influence of wage rates. 

I ARM. “C 


77/r (Changing job Slnirhoc : tl crnri s 




__ 


Weavers minding 




— 

1 

2 

3 

4 

6 

10 



loom 

, looms 

looms 

]oom.s 

looms 

looms 

1937 

Bombay 

969 

21.463 

385 

2,825 ■ 

209 



Ahmedabad 

62 

22,077 

4 

129 


... 


Sholapur 

1,097 

2,644 

1 

22; 

... 

... 

1934 

Bombay 

744 

^ 17,425 

908 

1,453 j 

113 

2 


Ahmedabad 

58 

: 22,550 

150 

1 1 : 




Sholapur 


not 

available 



1921 

Bombay 

1 502 

30.088 

134 

53 : 

... 

... 


Ahmedabad 

... 

6.971 

223 

221 ' 




Sholapur 

1 

i 633 

1 

1,898 


i 


... 


Sources: Adapted and compiled from: 

(1) Report of an r.iujiiiry into tlie Wages and I fours ol l.ahoiir in Ihe 
Colton Mill Tndiistrv, Goveiiiinent of Romhav. 

(2) Report of the Texldo l.aboin Inquiry Cominitlee. \'ol. II. Final 

Reporl, Bombay. 

34 The fact that Bombay mills emploviil only <175 waltliimii in as aRainsl 

i.i3<) waltlimen in Abinclabail is i>crliai)s an illnstralion of tlie Ivpf of ernnomy 
liiaV is prartirablc! in a lar<;c-si/fil iinil. 
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In Table “ C the progress of weaving labour deployment in lioni- 
bay, Ahmcdabad and Sholapur between 1921 and 1937 recorded. It 
may be noted that the 1937 pf>sition reveals the most significant u})ward 
changes in labour deployment in the case of Bombay City, followed 
rather tardily by Ahmedabad, with Sholapur being a (xjor third. Con¬ 
versely, only in Sholapur single-loom weaving is able to expand."' 

Table “ D ” divides loom-shifts according to the number of looms 
per weaver. The figures for 1921, on account of inadequate coverage 
for centres other than Bombay City, prevent the figures for Bombay 
City and Bombay Presidency from being comparable /wter xr. The 
broad similarity of these patterns in 1921 is nonetheless in remarkable 
contrast to the diversity of the patterns in 1937. In the latter year, 
nearly 30 per cent of the loom-shifts in Bombay City were being worked 
on the basis of more than 2 looms per weaver, whereas only about 3% 
of the loom-shifts in the rest of Bombay Presidency were being worked 
on the basis of more than 2 looms per weaver. 

1 AUl.h ‘ I) • 


Loofn-sltifls (HconliNg to Labour Dvlfloyinot! of M cf/rvi v 






1921 


19.S7 


— 


Bombay 

Bombay 

Bombay 

Bombay 




City 

Presy. 

City 

Presy. 

1 

Loom 


502 

1 

1,198 

511) 

3,700 

2 

Looms 

,,. 

. 60,176 

82,242 

42,922 

10,239 

3 

Looms 

... 

402 

1,197 

2,055 

2,070 

4 

Looms 


212 

1,148 

11,300 

11,916 

6 

Looms 

... 

, 

: 

3,054 

: 3,054 



Total 

. 61,292 

85,785 

• 1 

1 

59,350 

1 123,138 


SouKc: Adapted from \Vaj;c I'lHjiiiiies and Reports, nieniioned earliei. 


Table “ E ” is a rather tenuous attempt at presenting an industry- 
wise picture of weaving labour deployment. The figures are not strictly 
comparable because those for Bombay, Ahmedabad and Sholapur relate 
to 1937, whereas the rest of the figures relate to 1944 or 1945. There 
is reason to believe that Bombay recorded considerable progress in its 
level of labour deployment after 1937, and upto 1940 and the compara¬ 
tive picture for Bombay City is therefore likely to be an under-statement. 
Most of the weavers minding 6 and 12 looms are working on automatic 

25. SingU-Ioom weavini; on k)Oiiis of jtichUt ui<!ih or iiioro (oiiipliiaird looms is 
nol 10 hr ireated in Ihc same way as singlo loom wcavinj* on an ordinary plain 
loom. Bombay’s pOp sin^lc-loom weaxers in i();{7 were divided almosj crcjiially 
betxvcen these two ivpes ol looms. 
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47 


l\’caving 

La hour 

lAIU.F. 

Di'ploymcul 

.. j, 

- Ill-hulia 

Posiiiou 



Centre 

Single 

2 

2&3 

3 

4 

6 

12 


1 loom 

1 

! looms 

looms 

looms looms 

looms 

looms 

Coimbatore 

1,416 

340 






Madras 

94 

493 





80 

Madura 

94 

139 





509 

Cawnpore 

1,268 

8,586 


340 

i*38 



Bengal 

62 

2,735 


9 




Delhi 

296 

2,329 






Lahore 

24 

128 

48 





Lyallpur 

107 

871 






Nagpur 

3.824 

1,122 






Indore 

993 

5,197 






Baroda 

• • t 

2,201 






Bangalore 

347 

738 


121 

14 

187 


Cochin 

706 

269 






Bombay* 

967 

21.463 


ei85 

2,825 

209 


Ahm dabad* 

62 

22,077 


4 

129 



Sholapur* 

1,097 

2,644 

“1 

21 

22 




I 


♦ 1 lie (inures ioi lidiiibav, Alniicdaliud aiwl Sliolapur rclaic to ip;;;. 

Sounrs: (n Report oi' llie Textile Laboiii Iiujiiiiy (.ommillee. 

(y) T.aboin Iinestii'aiioii C.oininiiiee. Main Repoti. 

looms, although it is not unusual for upto i 6 plain looms being minded 
by weavers in other countries."" 

Two facts arc to be noticed about Table (i) Centres like 

Nagpur, Coimbatore, Sholapur, Indore and Cochin have single-loom 
weaving as a matter of general practice, from 30 to loom- 

shifts being worked on that basis. ( 2 ) Apart from the compulsion of 
higher wages in centres like Bombay City and Ahmedabad, entrepre¬ 
neurial initiative in this direction has also made itself felt in lower wage 
cost centres. 

It also brings out the tremendous t)Ossibilities for the future, tliat 
would appear to be feasible as a result of the experience of many years 
of working on 3 and 4 looms systems by some of the employers. 

Table “ F brings out a complicated pattern of adjustments as 
between centres when a major shift in regional locale is taking place. 
It is clearly seen that the decline of reelers is a matter of greater concern 
for Bombay City than it is for the Presidency as a whole. The case 

yC) The bulk of plain looms in Riicain \\c\c managed in hi;?; on to (i looms 

basis. The range varied from i to ib. Atost y-l(«)m weavers iiic. engaged 
either on the widest or llie most eomplieaied loom jobs. In no less than 

ir,e/ of the British weavers were engage<l on (i looms, of them being 

women This onlv indicates that the progress made in India in the direction 
of superior labour deplovment is not in any way near the aehieveinenl in 
other countries. f'/V/c V. N. (bav. op. cit.. pj.. b, 8 , «, and 17 . 
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of Silolapiir, however, is an interesting exception. Lower wage costs 
cannot explain the decline therein, Sholapur being itself a low wage 
cost centre. We may .surmi.se that conversion into a weaving industry 
might have been responsible for this po.sition. 

FABLE “ 1 • 


'J'cniloiinl Disirihulion of Heelers 



! 

1 1921 i 

1937 

Percentage 
Decline or 

. ... 

: i 


Increase 

Bombay 

10,511 

5.901 

— 42?; 

Ahmedabad 

1,336 

1,309 

_ 1 O’ 

- 1 /u 

Sholapur 

2,389 

1,290 

— 56% 

Other Centres 

1,262 

3,501 

+ 148'% 

Bombay Presidency 

15,498 1 

12.001 

- 20% 


Soft', — H|yi figures lia\(‘ lirtrii adjusted lor tiu- shoillall in ihr proportion ol 
workers rovcral dininji; that inquii>. 

Adapted from soukos niontioncd (ratlin. 


Ill the course of evolution, it stands out as a necessary corollary 
from the preceding tables, mills in India have attained substantially 
different levels of labour deployment and of labour costs inter sc, 
although it is not possible to easily define the categories into exclusive 
tyjies of capital-labour alignments, as they shade (jif into one another. 
On the one hand we have mills in South India employing as many as 30 
men per 1,000 spindles on counts 24 (average) as against mills in Bom¬ 
bay and Ahmedabad having a complement of only about 10 to 12 men 
per 1,000 spindles on the same count. Mills in isolated cases are also 
known to have a labour deployment pattern that would compare favour¬ 
ably with the United Kingdom, though not with the United States. 

We give below figures relating to four mills having different ratios 
of labour to machinery from each other, although in no case is the 
internal handling of materials done mechanically. 


- ’ 

MiU A 

Mill B 

Mill C 

Mill D 

Average count 

14b 

14s 

18.5b 

408 

Hands per 1,000 spindlea 

Production on 1,000 spindles per hour 

16.6 

8.5 

5.8 

7.9 

(in lbs.) 

54.9 

66.4 

50.8 

15.6 

Production per man-hour (lbs.) ... 

Production per man-hour converted to 208 

3.30 

7.81 ! 

8.74 

1.96 

(IbB) . 

2.31 

5.467 

8.08 

3.94* 


♦ Calculated. 

Source: Kapoor R. N. and Agarwal J. Low P.M.M, in Indian Mills, the 
Ki^hth .All-Tndia Textile (>>nfereiiee Soiiv(‘nir. p. 
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This broiidly represents the stale of technical aHairs in the Indian 
jniJl industry. Ihc iiiilurc to reach a higher level of labour deploymeni 
in the fine s])inning section, already commented iij)on earlier, 
is to be also seen herein. The difference in the number ol 
man-hours required to obtain a given volume of comparable jdiysical 
production has, in view of the dissimilarity in wage levels, a meaning in 
terms of cost that is not identical as between centres. Tlie implications 
of this tendency are complicated by the differences in the dearness allow¬ 
ance rates, and by the fact tliat the dearness allowance is a llal ligurc 
for every worker irrespective of the level of his basic emoluments, 'rims, 
in Bombay City a two-loom weaver earned Rs. loH, a four-loom weaver 
earned Rs. 131 and a six-loom weaver earned Rs. 141 in june ' 
as compared to the basic wages of Rs. 55, Rs. 78, and Rs. Hi res¬ 
pectively. The latter provides for a iliffcrencc ol ()o'' between the 
w'ages of a two-loom weaver and a six-loom weaver. But tiic present 
position of the dearness allowance brings down the margin to only 20 ' . 

Moreover, tlie staiiilardisation awartls, by failing U; evolve a com¬ 
mon standard of differentials to be granted in the case of a greater 
number of machines being minded by a worker make higher levels of 
labour deployment a question to be treated mainly in local terms. 71ms, 
in Bombay the earnings of a four-loom weaver are only about 21 
higher than those of a two-loom weaver, but in Madras they arc 10 
lower, and in Uttar Pradesh they are Ho ,, higher. 

Labour Unrest.—77ic variety of miscellaneous considerations that 
can be conveniently grouped uncler ‘ Labour Unrest ’ now affect mills 
to an increasing extent. A detailed consideration of these falls outside 
the sco})e of the [)rescnl work. But the gravity of the position may be 
briefly stated in terms of the consequences tlicrcof to a section of tlic 
industry by way of loss of production. 


/.os.sr.s in P)oduciion due to Striker find llnrlah 
{Milts in Bombay City) 


Year 


1945 

1946 

1947 

1948 

1949 

1950 

1951 


Spindle-hours 

lost 

(Millions) 


364.90 

839.32 

753.57 

296.72 

93.85 

2386.01 

125.75 


Loom-hours 
lost 

(in lakhs) 


7.89 

18.05 

20.10 

5.78 

1.45 I 
46.82 

2.45 ! 


Loss of yarn 
production 
(Million 
pounds) 


15.20 

31.97 

31.40 

12.36 

391 

9941 

5.24 


Loss of cloth 
product u»ri 
(lakh yards) 


473.13 

1082.93 

1206.14 

340.73 
87.03 

28f»9.07 

146.74 


Sotorr: Reports of the Millowncrs* Association, Boiiihay. 


7 . iMKiiiTs from the fiutian Ltihour Cazrttc, Mav i()r,i I.ahoni Condilion.s in ihc 
Clotton Mill Industry in India. p|>. 
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THE INDIAN COTTON TF.XllLE INDUSTRY: AN ECONOMIC ANAIASIS 


An equally serious manifestation of labour unrest is the growing 
spirit of indiscipline among industrial workers manifesting itself in the 
extreme, in the form of physical assaults on the superior staff of the 
mills."* In the eight months ending 31st August, 1946, about 75 
assaults were committed in Ifombay mills, victims including managers, 
other superior staff, clerks and time-keepers. Twenty-three of the 75 
victims sustained serious injuries."" In 1948 and 1949 for all the indus¬ 
tries in Bombay, 35 and 34 assaults respectively, which were not fatal, 
were recorded by the Police. One fatal assault w:is made in the former, 
and three in the latter year."’ 

In a Bombay mill (which admittedly is an extreme case), the beha¬ 
viour of workers was characterised by the Industrial Court as disorderly 
and riotous, involving general indiscipline, hostility towards officers 
expressed in ubiquitous forms like hissing at the officers, assaults and 
causing fear to their lives to the extent of making them leave their 
jobs.’^ 


In another extreme case, also involving a Bombay mill, there was 
progression from insubordination to acts of violence ending in the mur¬ 
der of the Weaving Master.’" In still another extreme case, the Vice- 
President and a member of the Managing Committee of a trade union 
were convicted for throwing stones at the mill jiremises.’ 

In brief, with the exception of .some centres, industry-wide forces 
of indiscipline and defiance make the maintenance of industrial discipline 
a difficult proposition. To the extent that this spirit is general, indus¬ 
trial efficiency must rest on an unstable and tenuous basis. Kxcepting 

I'S. li is not that this is entirely new, loi iheie is tin* insiante <>l an 

Assistant iKinj; done to death !)rutally in i(|yS, r/t/c Re|)t)ii ol the (.onrt of 
KiK)nirv picsidetf o\ei f)V .Mr. Justice II. (.. Pearson, 3\]ii(h dealt with the 
general strike in lloiiibay niills. 

i'l). 7 ’//e Itidmn Tcxtilt' Journal, Hlirejli. !>• *<>711 ; tin: I'.ditoi’s note to an artirle 

hy .Soial) Dinsliaw. Assaults on Ofluers of Itrxtile Mills. 

;io. rii^ures ^iveii in K. A. /.achraiah. Industrial Relations, unpublished IMi.l). 
J’hesis, in.vc registered at the l.iii\ersity of Uombav. I)r. /aclnaiali suj'gests 
that since tint ratio of non-faial assaults to the total number t)f workers em- 
phiyed is j : 7;.000, arul only j : y’o.ooo in tlu tase ol fatal assaults, it is not 
])ropci to iei»ard jjlivsical a.s.saults as a general svmj)toin affecting indiistrial 
Avorkers. Ibis cannot be accepted because (i) it ignores the general intimida¬ 
tion of the superior stafl’ that is cau.sed and internded ; and (u) that Dr. 
/achraiali’s data, because they do not take into account the far greater number 
ol non-cognisable ollences of simple assault, whicb go tinic;corclc*d in l^olice bgures, 
underestimate the: prcAalcaice ol the violent mood. 

;{i. Hhikaji Sahliarani ,1 nihcrkar and others v. Jam Manujafturin^r Co, Ltd,, Hom- 
bav, l.Cl.R. (Bom.) pp. In anothei c:ba[)ter we liaxc- traccxl diet 

cbangc.s in tbc’ com|)o.sition of tlur .suj)erior staff of mills. 1 he com])iaint a])plv- 
ing Aviclely to ollicers of the old type is that tbew too lie(|uently took to physical 
assaults on oj)erati\es. In Ahmedabad there is a long-standing complaint of 
this type of behaviour. .And only a few years back! in a ca.se before the 
Industrial C'ourt, tberre was a complaint aboul an operative being a.ssaulted and 
abusc-d by a senior oHicer. [./a/gc/o;/ (iirni Ram^ar Vnion v. khande.sh Spin 
ning and Weaving Mills (.0. Ltd., Jalgaon, l.Cl.R. (Bom.) pp. iS-k).| 

‘\u. ic).tS l.Cl.R. (Bom.), p. ;t77. 

IPb l.Cl.R. (Bom.), p}>. icjr, et setf. 
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extreme cases, ' this tendency, however, docs not directly aflcct the pro 
ductivity of labour. 

Summing up.- The wage situation is summed up in the following 
propositions : — 

(1) Wage rates now display a tendency to rise faster than was die 
case at any time before 1939. Legislative and judicial sanctions behind 
the extant wage structures, the strength of the trade union movement, 
and the more com|)hcatcd machinery, judicial and governmental, now 
interposing betw'cen the employer and the employee are all likely to 
make downward adjustment in wages a more difficult and prolonged 
process. 

(2) Wage rates are not only many times as high as thev used to 
be, but arc also less disparate as betw'een centres. This has obvir)iis 
significance for the rate at which higher levels of labour deployment 
may have to be reached in the near future. 

Indirect costs and bonus payments all go to increase the liiirden 
of direct labour costs. 

(3) Levels of ialxair deployment are diflerent from mill to milk 
and from centre to centre, the level of w^ages being the most itnp(/rlant 
single factor at work in the situation, speaking generally. 

(4) Indiscipline and unrest eontinually undermine imlnstria! 
etkicienev. 


:M. See Inieriin Repori of ilir liu|uiry into Kliarulrsh l abour, ipib, for tiu' tletails 
of Midi an rxirenie siination. 



Chapter III 


THE ORGANISATIONAL SET-UP : EVOLUTION AND 

APPRAISAL 

The internal administrative set-up of any industrial unit is the 
result, usually ill-defined but not as vague, of the direct pull of structural, 
financial and personal influences, operating therein, tending persistently 
to acquire the utility and authority of precedents. The latter provides 
that base of stability which must support the sequence of variations that 
are inevitable in a growing and diversifying industry of non-homogene- 
ous products like cotton textiles. Undoubtedly, one of the most signi¬ 
ficant phases of cotton textile development in India is the continual 
strain placed upon established administrative patterns by higher scales 
of more diversified output, accentuated by the varying rates of growth 
of different units, and their adaptation and adjustment to changing con¬ 
stellations of economic variables. The nature of these modifications, 
and the etficacy of the resulting patterns form the subject-matter of 
the pages that follow. 

A. EVOLUTION: MAIN ASPECTS 

I. The Legal Status.—Extensive use of the corporate form of 
enterprise presently characterises the mill sector of the cotton textile 
industry, and the bigger concerns in the non-mill sectors. This phase 
of development dates back, historically speaking, to the earliest mill com¬ 
panies. It gathered force with time and the post-war boom of the early 
twenties saw the last of the more imjxirtant groups of proprietary cotton 
mills change over.' The Millowncrs’ organisation in Bombay charac¬ 
teristically assumed its name in the i88o’s. Fifty years later, in 1928, 
only 12 out of 212 concerns in Bombay Presidency were proprietary. 
And, the position was not materially different in other regions. 

But, the process of incorporation is not properly regarded as con¬ 
comitant with wider ownership on an equally impressive scale of shares, 
in the earlier stages. In the first place, there is a significant number 
of private limited companies whose membership is statutorily limited ;■ 
and public companies which have membership lists that barely satisfy 
the legal qualifications as to minimum membership, " not infrequently by 
shares being held by one or two interests in the names of friends and 
relatives, arc not uncommon. Thirdly, apart from the above categories, 
in most of the older mills managed by the same firm of Indian managing 

I. riie Sas.soons floated their dozen mills or so. as a ptihlic limited company in it)so. 

s. Shah S. M., Lectures on Company Law, 1950, p. 163 ct seq. 

3. I hid., p. «G. Sections 6-8 of the Indian Companies Act prescribe a ininiimim 

luinibei of seven members for a public limited compaiiv. 
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agents, their original substantial holdings have not at all altered, giving 
them substantial proprietary interests in the concerns. Finally, in many 
cases where the managing agent’s holding has, proportionally or in 
absolute terms declined, he still continues to be usually a substantial share¬ 
holder, having the biggest individual holding. The broad tendency 
holds especially in Ahmedabad, wherein Sir Govindrao Madgaokar^ 
put the pro]X)rtion at 20 to 25% of the shares, and in smaller concerns 
where the capacity to receive wider public support is limited by the 
lesser ‘ public prestige of the managing agency firm. Its strength is 
remarkably low in the case of cotton mills managed by non-Indian 
interests,' as they have received better ami wider public support, supple¬ 
mented by the desire to earn more by extensive ‘ managing ’ rather than 
intensive ‘ owning The strength of proprietary elements is also pro¬ 
portionally lower in the case of the biggest companies.'' 

In fine, a substantial proprietorial stake is a prerequisite to and 
coincident with top management responsibilities in the cotton mill indus¬ 
try. The importance of the former varies partly with the size of the 
company, partly according to regional characteristics, and, partly, on the 
basis of the managing interests being Indians or not. 

The significance of proprietorial elements is drastically higher in 
the non-mill sector, where the average unit is smaller and where capital 
requirements are proportionally lower. 

There is a rapid transformation of managing agency firms in the 
last twenty years, as can be seen below, to the corporate form :— 




1 agency companies 



1930 

1950 

1. 

Bombay City 

15 

38 

2. 

Ahmedabad 

13 

35 

3. 

Bombay Presidency, excluding 1 & 2. 

6 

21 

4. 

West Bengal 

8 

11 

5. 

Uttar Pradesh 

5 

14 

6. 

Madras 

5 

24 

7. 

Best of India 

9 

29 


Sounr: Data collaled lioiii MiJlowticis’ As.sociatioii. IJoiiil)a\, Annual .Siatnmnts. 

4. St:c JiLstoiy of 11 Adjuslmmls in the Ihmcdahad Textile Industry, ;;7, 

\'()]. IV, Sir (iovindrao’s award as rnipiic in a dispute lutween the Mill- 
owners and the Textile labour Association. 

5. This was one of the reasons that enahicrd the ctasy aecjuisition f>l the eortliol 
c»f the (^olaba Land Mills Co. lid., in ip-d*. boin so well-estahli.shed and 
reputed a linn of Agents as W. H. Brady & Co. Ltd., by a group of speculators. 

G. The Century Spinning &.* Weaving Mills, Bombay, which was acquired leccntlv 
by the Birlas from Sir C. V. Mehta & Co. Ltd., was one of the first ten mill 
c:oni})anics in i()r)<>. terms of gross assets eniploved. I he transfer was faeili- 
tatcul because oi the small holding of the Agents, a firm of extellent tcpiitation. 
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The trend has three facets : (i) Some of the older British firms have 

transformed themselves into public limited companies during recent 
years. The most significant examples arc Kcttlewell, Ikillen & Co. 
Ltd., Killick Industries Ltd., and W, H. Brady & Co. Ltd. 

(2) Wider prevalence of the practice appears to be actuated by the 
progressively higher rates of personal income taxation as against the tax- 
rates charged for corporate incomes. The corporate rates of taxation 
are almost Bat, whatever the level of income, and therefore work out 
liigher than the rates applicable to the comjiarable income-ranges of 
personal taxation, upto a certain ejuantum of income. They work out 
significantly lower beyond that particular level, w'hich varies with the 
tax-rate structure of any particular fiscal year. In 1948-49, this level 
would have been Rs. 100,000. Today, it is Rs. 20,000 higher. 

(3) Incorporation as a company has the advantages of being in the 
eyes of law" an artificial person, with perpetual existence, unadected by 
the provisions of the laws of contract and partnership with regard to the 
nullifying effects of death, or insanity of either the partner or the ])arty 
to a contract.' Theoretically, it facilitates a further extension of the 
divorce of ownership from management, by transferring the ownership 
of the managing agency firm from a few partners or an individual to 
a company (whether ]iublic or private) to control tlie working of which 
only one share plus 50"; of tlie number of shares would be required 
to he possessed at the maximum, anil probably around 25' ,, only nor¬ 
mally. In a small number of cases, this capital base has been further 
reduced by the original interests being the managing agents of the 
managing agency company, pursuant to an agreement of the type- 
entered into between managing agency firms and the companies tliey 
manage. The possibility of mortgaging or olfering by way of security 
the shares of the managing agency company, enables a more flexible 
and .1 more intensive u.sc of tlie capital resources of the ilominant 
interests. 

2. The Managing Agency System of "lop Executive Management. 
—The managing agency system has received considerable attention in 
Indian economic literature. The discussions have centred, it is sub¬ 
mitted, around (i) the legal aspect of the agreement which forms the 
base of the managing agency system, (ii) a historical appraisal of the 
promotional and financial services" rendered under the system, and the 

7 . Sir Diiish.qw Miillii. 77/r Ind'uni (:n}itra(t -ht, fit.. njifJ. pi). 'M-ii. 

iS. //./V/., p. .H-,. . II ^ 

(>. l);is Indust)ini Jiuamr in India ; 

J.okanaifiaii, 1*. S., Industrial Organisation in Imlia : 

W'adia, IV .A. Jk Miidiani. K. T., Our JCrononiic I*tohJt ))i : 

Miikt'i jff RatlJiakaiiial, (td.) luonnniic Prohlrins of Modrni India, Xol. I : 

Athaiya, S. IV. Husiness Organisation and /Idniinistration in India. M.Coin. 

I Iicsis. Boiiibav I-nivcrsiiy, (i().|S) ^pnbli.sliod .siiitcL 
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adequacy and nature of the rewards obtained therefor, and (iii) a dis¬ 
cussion of tlie drawbacks of the system as manifested in examples of 
corruption and inefficiency or advantages obtained legally but unfairly 
when judged from the standards of the accuser. Some attempts at 
comparing tw'o sectors of jiianaging agency operations—Indians against 
non-Indians —and one centre with another (Bombay agents unfavour¬ 
ably differentiated from their Ahmcdabad compeers, is a case in ])oint) " 
have also been made. 

The most signiheant gaps in the existing analyses arise Irom tlieir 
indifference to the changing organisational requirements wnthin the 
industry, and from the failure to recognise, in the case of more general 
judgments, the differences in tlic functions of top executive manage¬ 
ment, according to the scale of operations of the company in question. 

Considerable confusion of thought exists, attributing to the pre¬ 
valence of tl]e managing agency system, effects that flow from the 
corporate system of enterprise, and arc to be found, as such, in 
every country. Not infrecpiently, apart from the inaccuracy of facts 
on which the analysis is based/" arbitrary criteria are applied, leading 
only to a pre-judgment of tlie issues involved. 

In the course of this cha])ter an attempt is made to fill in some 
of the gaps, and to treat the organisational set-up in its projKT, wider 
perspective.'" 

3. Functions—Scale and Scope.—The average unit in the cotton 
mill industry in 1950 had more than 25,000 spindles, and 460 looms, 
as compared to the 1908 figures of 23,700 spindles and only 280 
looms.To this growth in spindleage and loomage should be added 
the implications of (he diversified pattern of equipment crystallized 
in the last chapter. 

This, however, is an understatement of the rate of physical exjian- 
sion in important sectors of the cotton mill industry, where the [lacc 
is substantially faster than the growth pattern of the rest of the industry; 

10. lA)kanaih:in, <»j). (il., pj>. i'i.| rt srfj, 

11 . As ail illiistraiion may he c)ii<)le<! Uokanathan, op. (il.. jjp. ;ii4 I'o. 

Mi. All examples should siiflico. It has been it‘p(.\'H(rdIy asscru^d. mildly and (ir 
(iiin.s]H:cilv hy iIki I arifT Board ol !():;(>. and (•alc.i*oi all) hv nihcrs imludinj; 
Ur. Lokanallian. thai Bombay maiiagiiij* aj^enls wcw iiol icdmirallx (jualificd, 
in adeipiau* numbers. As poinled out bv llie Milkiw ners’ .Assik iaiioii. Bomfiav, 
in evidence snbmilled lo ilu’ Tarill Board ol ibis is nnl a wholh (oire<i 

desciiption ol the silualion (VoJ. I. p. 7p). 

But even olhcnvise, where is l!ie basis lor arj’uin.!; lliai icdmicd (|naliliialions 
make a belter e\<xinive ? or, lor that mailer ihai a man (pialified in spinning 
or weaviryn- is e(jiially |[*ood at jndi'ini' the finishini^ S(‘t(ioMS.- Manaj;emenl in 
a tasi mo\iii|[» indiisiiv like cotton textiles imjilies moie ilian ihice or lom xears 
of eondilionino in a ledinical InstitiiK;. 

i‘>,. For the bet*innin};s of an analysi.s in these broader lejiiis s( <• Melua S. 1).. 
Samr Asfxrls of the Mnnugiug Agr.my Sysirni, Unnihay I iiivnsHy Journal. 
Jarniarv i(r»S- 

i|. Caleiilatecf from Millowners’ Association, Bombav. Aimnal Siateinent. 



50 iHi: INDIAN (JOnON IEXTILF. INDUSI R^: AN KONOMK. ANM VSIS 

The biggest companies of today, with gross assets exceeding in 
1950 Rs. 300 lakhs, have had even more remarkable and diversified 
patterns of expansion. 

The reaction to these tliverse trends in llic nature, magnitude and 
pace of physical expansion display even a greater range of complexity 
depending on the pre-expansion structural aspects of the organisation 
of the units affected and the men who comprised the organisation. 

Tlie number and comj)lexity of functions has grown more uni¬ 
versally, partly in response to the trends just mentioned, and partly 
because other influences have been at work. The levels '' of taxation, 
municipal, State and Central, have risen to higher levels and their legal 
basis is characleriscti by greater complexity ; the corporate laws have 
become more demanding, and vaguer, the principles shrinking to micros¬ 
copic dimensions under the burden of decades f;f precedents laid down 
in decided cases the State has assumed the role of a party to almost 
every phase of industrial activity and in other cases, extended its support 
to institutions like trade unions, and in still other cases, created institu¬ 
tions to facilitate the crystallisation of its notions of social justice in 
matters industrial ; the increasing resort to banks for working capital, 
and the changing patterns of the raw material situation and consumer 
preference have called for new departments, and newer designations in 
the mills : rising labour costs and consciousness have demanded not only 
a diilercnl type of organisational approach to these j)roblems, but have 
also brought into existence tlic new class of ‘ labour officers \ and 
impelled newer methods of work-organisation, and labour deployment, 
siip[>lemcnted by capital intensification and increased mechanization. 
These and other changes have continually altered the competitive balance 
between mills and mills, and regions and regions (the distinctions cut- 
ling across each other), l^ringing in their wake only fiirtlier changes, 
and so on, in continuing progression. 

In several directions older problems have disappeared. The pro- 
bleivis of labour have ceased to be those of availability and ignorance 
of things mechanical, except during abnormal times.*' The investor is 
no longer as shy about corporate investments, and no longer requires 
the same level of returns as inducement.'" Banks are more forbearing, 

I',. In a (cikuia halancc-sluTt <1! a mill cfnripaiiv (he iiutiiiie (a\ ni a ii w 

inindred nijjccs on a jnolil ol' a hnv lakh rujR’cs, is wrilten off as an item of 
e\j)enses. I.ijr of Jiaiufiliorrlal Cli/iofalal, by JIadshah, B. R. (in Chtjerali), 
j>|). 40 1. 

Hi. I he Indian (iuinjjanies Act of icjiii is an ilhisliation in j>oinl. 

17. J lie Si‘(c>nd W en Id War liad this im]>orianl eoiiscrjucnte from oinvards, 

npto (lie end ol im7 or so. in eentics like Bombay and Alimcdabad. 

iS. riie l ariff Boards of the (wcnlkts regarded a S% return on fixed capital, and 
a t)% retinii on woiking capital as the ininimuin rates necessary (o iiidiue 
indnslrial investment ; in (he last few iiupiiries on paid-np capital has 
been regarded as adecjiiate. .See lieporl of the lisral C.otnmtssion, i<)4<4-50, 

\*ol. I, ]). 17“,. 
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and the financial controversies of the tfiirtics now l)clonir to economic 
history. 

The changing content of and emphasis on different aspects of 
management has, it may then be said, continually expanded the range 
of these functions, and also led to a more elaborate division of them for 
the mill industry as a whole. In a clear grasp of these aspects lies the 
key to a better understanding of the ^iroblems of the organisational seMip 
inside cotton mills iji particular, and probably, in relation to the entire 
world of Indian industry. 

4. Technical Personnel.—Factors iletermining the industry's 
early requirements of personnel were : (i) the simpler and cruder equip¬ 
ment alignments during the first fifty years and more ; (ii) the jiro- 
prietorial control of units which were much smaller ; (iii) the fewer 
and simpler functions that W( re needed to be performed : (iv) the over¬ 
whelming proportion of cheaper and coarser staples in the production 
pattern ; and (v) the utter entrepreneurial ignorance of the management 
of technical aspects. This state of affairs secured to the industry a more 
or less exclusively non-Indian staffing of the managerial and supervisory 
cadres, a position that continued longer than would have been otherwise 
necessary, as many ol the first mills had English participation either 
by way of partial or complete ownership or top management, and to 
a smaller extent, because the machinery installed was exclusively British. 

A number of factors conspired to substantially maijitain ihis state 
of affairs. British participation in the imlustry did not slow down until 
after 1914. Equipment patterns were equally constant ; and, the Parsi 
millowncrs,*" who willi the Britishers, made up the bulk of millowning 
class, probably preferred their own community members, raising them 
gradually to higher j)Ositions. Indeed, according to tlic Census of 
iqri,*' 572 persons of non-Indian origin, other than workers, were 
employed in the organised cotton textile industry, wfiich represents an 
average of more than twx) per mill, the bulk of them being in superior 
technical positions, which W'cre also then few^r in number per mill than 
is the case today. 

The process of wider Indianisation of tlic technical cadre had 
started quite early in the mills belonging to Indians other than Parsis, 
the first recruits to the juniormost ranks being the more ambitious job¬ 
bers,and the more imaginative among the clerical stafl. Needing no 

H). 'I'lic poilil is dealt willi in ^rcaicr delail irlscwliere. Uank ad\an(cs to the 
industry have varied between Rs. ;{(» tci yj erores dnrinft the last lour years, and 
rales have varied from to 8^’',, lor individual mill companies. 

ifo. Freda Utley, iMuaishirc and thr I'ar Kast (|). divides Si }U)m 1 )ay Mills 

in as follows: I'arsis. ; other Indians, *1^ : and non-Indians, 1*5. 

21. SlatisUcs of Jirilisli India, A'ol. I. MpS, p. 5. 

if-'. ’I’hc older set of preseni maiiaj»ers ami deparimenial lieads are in many cases 
drawn from these iw’o <»rouj)s of people. It is wroni; lo helie\e thal ilic johhei 
has ahvavs hecMi e\ehisi\elv rei riiiied Irom the same so( ial strain as ihe hulk 
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otJicr cjualilications (except, perhaps, a modicum of elementary educa¬ 
tion), these men working for a wage substantiaJly Jower than their non- 
Indian counterparts, had by 1930 displaced the junior European techni¬ 
cian almost completely from tlie Indian-owneil mills, and very substan¬ 
tially from mills managed by non-Indians. 

The displacement at higher levels proceeded, naturally enough, 
more slowly and started later, quite a few higher jobs (as departmental 
heads, and managers) being still open to them even in mills owned by 
Indians. The statistical evidence available is adtluced below for the 
years 1S95 and J940. 
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Apart from the wider ownersliip of cotton mills, and the cheaper 
cost of the Indian technician, the growth of the Victoria Jubilee Techni¬ 
cal Institute in Bombay, and to a lesser extent, the development of the 
Ranchhorelal Chhotalnl Technical Institute in Ahmedabad has contri¬ 
buted significantlv to the Indianisation of the technical cadre."" 

The comparatively lower standards of many technical institutions, 
and their slow and late growtli have clouded their tremendous elfect on 
the development of mills. The technician in Indian mills, whether 
non-Indian or Indian, was before the spread of technical education, what 
in the mill world is spoken of as the ‘ practical ’ man. His basic educa¬ 
tion was usually only elementary, and his knowledge of machines was 
acquired, over many long and tedious years of working inside the mill. 


ol lilt* \\<»?k(!s, :is is ilu: )H)siiioii now, .Attordinj; lo iIk’ inl«»itn.ilion su]>)>lic(l 
lo jnc I)y iwo ol i1k-so It'iiicn, ;il (Hio \<.'iy (arty .slaj^f, il was noi iMKoiniiioii 
(n iind exon J'ai.sis as workns inside milts, t liavcr romc acioss, in my loimds 
ol noml)a\ mills, .sexcial Taisi oilcis and lilUvs. hut tin: Vaisi as a worker 
in llie lower ^lades .seems to Iiaxe di.sappeared (ompletc'ly, 
riuae xxas one Im lliei fat lor. In a lew castes (ment irm of xvhieh is no relledion 
on llie olheiwist; exiclleiiL record of lIu! Brilish leelniician in fndia), llie hlun- 
deiinj4 ioiunaiuf ol the most ordinary <»f l.aneashire men -lajMariiers, swet^j>eis, 
oilers and liners -xvlio came out straii^lir as mill sn])ei inlendenis, and depart- 
tmrnlal heads lo India was responsihle for a gradual wiiliering axvay of llie 
xshiie man's snperiojily in llie eyes f»f Indian Icelinicians, al lirsi, and mill 
agenls, lain, lor illusirations of this ivpe, see evidenre* suhmitied before the 
'I ariff J^oiocl of MfUfi. N'ol. IN', j>. 
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slowly anil painfully. Rules of the rhiinih had a sneruswetness diat 
was handed over for safekeeping from one generation of technicians to 
another. The training, to put matters rather tersely, \\’as almost exclu¬ 
sively a matter of manual habit, time-consuming, and incapable of rapid 
transmission. An attitude of secretiveness helped to make the prize 
even more elusive,* ‘ and a free and frank exchange of views on technical 
matters was not even to be dreamt of outside‘narrow circles of close 
{personal friends, a coterie which would not usually include, we mav 
guess, the lower hierarchy of mill staff. The feeding that fitting up a 
spinning frame or a card, or the arrangement of the settings of the latter, 
or the cooking of a particular com[)osition of size, were the achievements 
of a lifetime led the older set of technicians into a position of vested 
interests, trying to thwart the growth of technical education by scoffing 
at academic, bookish knowledge, by making mountains out of the mole¬ 
hills of the diflicultics that the new trainee's transformation of know¬ 
ledge into mill practice necessarily involved, and by keeping the latter, 
as far as }i<jssible, outside the know' of things. A vast group of mill- 
ow'ners faithfully repeated the opinions of their old-wwld technicians, 
and took an attitude of indilTerencc, w'hen it was not hostility, in the 
matter of employing them."' But j)rogressivc interests, which had 
indicated their conviction in the matter by making contributions to 
funds for starting tlie institutions continued to pull their weight in 
favour of the technically qualified persons. Twenty-live years ago, in 
1926 or thereabouts, this w'as substantiallv the position, tilthough 
increasingly the balance w^as tilting in favour of the jirodiicts of 
the institutions. 

The years succeeding gave increasing evidence of the utility of an 
educated mind, more partieularly in contrast to the failure of the older 
type of technicians to arrive at superior levels of labour deployment, 
which became a compelling necessity in centres like iM^mbay. Facili¬ 
tated by the requirements of the situation for materially sLijterior types 
of technical knowledge and skill, and the ripening of the earliest recruits 
of the new' type into seasoned departmental heads capable for the first 
time of influencing the choice of their assistants, the trend has pro- 

-|. Thr Indian Ti'\liU J<fnnial, (.(adfii JutWIt.r Xiimlx-r. j>. rrj<.is lo thf 

M’Cirls <»r spiiiiiiiiH luasirrs, in iIm: inallcr of lolh r \;»niish : sec also 

K'liMCiut' l)V a. \. VaiiUa. CoHon Mill Sfaff in lininha\, ]>)>. ijo) and ‘jn- of 
Iho same journal. In a \cr\ snlwlncd form, londcrK v inwards ss 

is Mill tonif across. 

lir,. iMom irnjncssicnis oallnicd l>v lln: |)irs(iii wiittr in llu: rnin.sit of talks willi 
several persons, a 'lniilier (]naIirnal.ion would apjrear 10 he nccessaiv. tViih 
the spread of j^caieiat edrrealion. lln'ir was a (OTilinnal impiovcineni in lire 
basic oeiieral educational hacksrortnd ol a ^reat piupoition of the inwei 
recruit's from the earliest slaj'e oiiwai’d.s. JJris lendeiK), it was trsscMted. was 
ali’ead\' in operation helore nroi'O loririal tecJrnical edircation nrade suhsi.intui 
‘•airrs Oiiite a few of tliis set now octiipv lire hi«hesi techniial and manaj^arial 
'positions"in lire indttsliv. 'J’lrey still recall the -eneraJ venlid ()f rasimess on 
their decision dt;s))ile hein» cjclncaicd men, to join the mdl mdiisirv. And, 
this was tine uplo the eird of ihc twenties at an> rale. 
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gresscd to not merely their unstinting acceptance, but regarding such 
qualifications as prerequisites even for the lowest type of supervisory 
jobs. 

The growth of fornial technical education, however, has not 
adeejuately ripened into superior forms."* Until recently, most of the 
institutes had only ‘ diploma ' courses, spread over a period of two to 
four years, although the more ambitious man could always go to Man¬ 
chester for higher technical training. Admissions were not always 
keyed to desirable levels of minimum general education, and the gradual 
depression of remuneration levels (which were originally high being 
geared to the standards of living of non-Indian immigrants) kept out the 
better Indian student from these trades, generally speaking."' There are 
increasing signs that the position is rapidly changing for the better, in 
several directions.'' The finishing departments, being usually later 
additions, have a significantly higher proportion of university graduates 
(in Chemistry and Chemical Technology) than is employetl in other 
departments. The standards of admission to various institutes have 
also become stricter, as seats available are now only a fraction of the 
number of applicants. Moreover, as competition within the technical 
cadre has become more intense, the incentive to give of one's best has 
grown in importance. 

In the field of textile technology proper, the institution in 1946 
of a graduate degree in Bombay requiring a higher level of qualifications 
for admission, and a lengthier, and harder syllabus to fulfil, is signi¬ 
ficant. The earlier educational progress made by the mechanical, 
electrical, and civil engineering professions has, also, benefited the 
industry. 

The position of the entire field of technical education in India 
may be yet summed up in the following w’ords : we produce technicians, 
but not technologists. We have the men who can apply, but not vet 
the men who invent and innovate. 

5. The Managerial Cadre.—The functions of persons designated 
as managers in the mills of India vary although they invariably include 

iM>. I Ik* (lliicf Knj«incfT ol ;i liii^ toUon inill in had ihis lo say on llic 

|>oiiii; I'nlikc Kjdav ulicji i1k’ bi-si sfiicirnis air lor scant aciinissioiis 

H) I',nj;iiRrrini' (()llci»rs, liis lainily (Iccidcd lo send Iiini lo an Krif'inccriiio 
Inslilnic hctaiisc of ilicir firlinj* iliat lu- would Jiavr never |)asscd the Malri- 
(iil.ilion e\aininaiio!i, and in ilic hope that the manual work of ihe engineer’s 
prolcssion would suit his duihrr intellect hctler. Undonhtcdly ihis is an 
cMrcinc case, hut ii is suggestive. 

y;. 1 he hroad geiicralily of liic ])ni|>osilions made here is not in disregard of the 

liigli allainmenis ol manv of this type of technicians. It is only fair to indi¬ 
cate that ihougli their superiority over their former compeers is not denied, 
some major avenues of ])rogress remained laigely untouclicd. 

yH. A greater pro|>ortion of the non-hidian technicians now einplovcd are men of 
snj)erior or/and specialised ({ualifirations. In the case of new appointees in 
Indian-owned mills, this ]}n»po('tion is even greater. 
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internal administration. The present study attempt only a survey on 
lines parallel to the preceding section dealing with the technical 
|sersonnel. 


Racial and conunuiial aiiinities, similar to those obtaining in the 
case of technical jicrsonncl, were marked in the mill industry till the 
end of the last century. Hut thc.se jobs, the tiniest fraction of respon¬ 
sible posts in Indian mills, have always been, in view of the great res¬ 
ponsibility and the higher remuneration involved, decided more upon 
detailed, personal judgment of the millowners or maiiaoing aL'cnts than 
was the case with recruitment to the lechnica! and supervisory cadres. 
So cases of mills owned by non-Indians being managed by Indians and 
vice versa have existed from the earliest periods in tiie history of cotton 
mills.The later proportionate decline of non-Indians in numbers has 
been the least drastic in the managerial cadre. 

The earliest appointees to the managerial cadre were usually techni¬ 
cians to start with, and in many ca.scs they exercised the functions of 
technical departmental heads, while discharging the managerial duties. 
Many of them rose from these positions to directorial oilices or became 
managing agents, although usually not in the same firm where thev had 
served as managers." ’ 


With the spread of formal technical education, and more 
im|X)rtant, with the creation of a class of experienced technicians, the 
early scarcity of managerial talent disappeared aiul the premiums that 
were commanded as a consecjuence of that dearth were drastically 
reduced. The gradually gathering experience and knowledge of the 
management of technical aspects on the part of the majority of managing 
agents, made mills intelligible to them as technical propositions, for the 
first time. The schism that had grown between the two aspects of mill 
management—financial and production—was bridged, however tenu¬ 
ously. And, for the first time, the first decade or tw'o of the tw'entieth 
century saw the majority of managing agents, other than the class of 
managing agents who had risen from the managerial ranks, assume 
final and complete control over the affairs of mills, to the general detri¬ 
ment of managerial powers. ' 

iM). Riidianan D. H.. T//r nn'clolnnnit tff ('.alntalislii K)iln />) in India, j». lmi. 
(i!e.s an early insiaiia* of mills u> Kmopcaiis Ixini? niaiia^ctl hy 

Parsis. "rtulav ivvo Roinhay mills .\eu C:ilv and New (inbil Kasicni niulei- 
Ihc niaiiaj»in,£* a»cn(v firm (»l \V. M. Rrady Jv (in., arc in a nirnc nr Ic.ss similai 
position ; so loo, arc the mills managed In james J iiday Sj Co. Lid. J{ is not 
presently possible to liiid. liowe\er. a single riidian owned linn Innin^ a pre- 
doTiiinantly non-Indian stalling. 

‘JO. Nowrosjee AV^adia, .Sir Rc/.onji IVlcbta. Sir Sorabji Melifa, lliigli ]Ma\w('ll, \\ . 11 . 
Brady, IT. Bradburv. ). Cbeaves. P. N. Mehta, .S. J. Bose, and over a dozen 
others are the sueccssliil examples in ])oiiit. Only two ol ilie.se names, the Jasi 
in the order, belong to the last two decades, howe\er. 

‘p. The delayed wider distribution of technical information and knowledge 
enabling a l)etter control of inleriial organisalion is mie of lli<‘ main fadois 
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The essential simplicity of the principles of cotton mill operation 
was soon firmly grasped by most managing agents who cared to learn. 
This fact enabled them, suj)portccl by their superior and proprietorial 
positions, facilitated by the transition occurring in the racial composition 
of the technical cadre, and aided by tlic growth of new units without 
any traditional organisational biases, to become all-powerful within the 
factory. The smaller scale of less diversified operation of the up- 
country units, and their reliance on cheap labour costs as the main factor 
in achieving competitive efficacy enabled mills in Ahmedabad and other 
centres, but excluding Bombay, to turn the manager, especially when 
he was not a technician, into a glorified head clerk during the inter-war 
period, in the biggest mills and in mills in Bombay city, the larger 
volume of work and the complexity of new problems of labour deploy¬ 
ment and mechanisation, set the lower limit to the effects of any such 
tendency. In several cases, the last mentioned tendencies actually 
operated to widen the sj)here of managerial powers and responsibilities. 

As a result of the operation of these diverse tendencies the desig¬ 
nation ‘manager’ had, in 1939, a variety of widely differing connota¬ 
tions. In a substantial sector of the industry, niftre particularly in 
Ahmedabad and other mofussil centres of Bombay Presidency, the main 
reason for the use of the tlesignation was the provisions of the Factories 
Act, 1934,‘" rec]uiring a man.iger to be appointed. In these cases, one 
of the technical departmental heads was so appointed, hut had no other 
managerial functions at all. In another equally imt)ortant sector, this 
category of mills cutting across the former, the manager was a con¬ 
fidant on the spot of the managing agent, not charged directly with 
production control, but enjoined to keep an eye on the working of the 
mill and to supply the managing agents with a reliable version of inter¬ 
nal mill affairs. In the rest of the industry, coiniirising the biggest 
concerns, Bombay mills, and the class of mills growing at a rate sub¬ 
stantially higher than other sectors of the industry, the manager occupied 
an entirely different position. 

In this diird group of mills, probably close to one-half of the entire 
industry in terms of equipment and value of production, the manager 
managed. He was usually in direct ami final control of the internal 
affairs of the mill ; he arranged the details of the production sdiedule, 
given production requirements ; the technical heads were responsible Ur 
him in the first instance, although he did not appoint or dismiss them ; 
the powers of a|)pointmcnt anti discharge in relation to other members 
of the technical and supervisory cadre were larger, although not final ; 
he acted as the liaison between the managing agents and the technical 

ics]>onsihlc for ihc lailun* lo lalionalisc i)ianaj»tinc*nt (oniiiiuou.sly and adc 
<|uaidy in all ils a.spcds. 

•jif. Scclions (in .<.• 7^,. See 'I'rivcdi IT. M.. r.nJnmr ami h'arltny T.rgisUiUon in 
Tndiri, pp. 77 rt srq. 



nn oi«.\\is\iio\Ai. si i i j' 


and other inciiibcrs of the non-worker ^roup of eriiployecs. In respect 
of workers, his powers of dismissal were the widest and usually, final. 
In many routine and purely technical matters, he rcj)resented the mill 
company. He co-ordinated the entire internal working of the mill. 
Hi.s posihon of this character and responsibililv, buttressed by tl)e highest 
level of salaried remuneration within the 'rnill liierarchy, normally 
secured to him several advisory functions m other matters pertaiinnt’" to 
the mill. 

This represents, broadly speaking, the normal jxrsition of this class 
of managers, or others who perform similar functions bur under other 
less frecjnently used designations.'- Personal connections with the 
managing agents developed during a long period of service, extra¬ 
ordinary abilities, experience, or qualifications, emergencies, structural 
aspects of the firm (wlictlicr a big combine with activities spread over 
many centres as is the case with the Madura Mills Co. Ltd., or a ninnbcr 
of firms conglomerating under a loose familial, but not personal identit\ 
of managing agency control, to cite an illustration tliat frequently 
occurs in Ahmedabad, and a variety of other human situations that may 
fiot be easily codified), act as additive variants to the colleclion of 
managerial powers and duties. Tlie biggest firms represent, on the 
whole, not (Jiily the highest stage in the decentralisation of manage¬ 
ment functions below the managing agent's level, but may emphn' 
salaried officials to perform duties which in smaller concerns would 
devolve upon the managing agent himself. 

Tile distinction between the technician who is a manager and die 
manager who lias no formal technical training is of real importance in 
this connection. The former has the advantage of having sjKx'ialised 
training and experience in one branch of the industry and a fair amount 
of conversance with the technical details of other departments, a pos¬ 
sible better understanding (T technical problems and needs and tlicre- 
fore, tlieir speedier and superior handling. The manager without 
formal technical training rests liis claims upon other bases : marage- 
ment of a complex industry calls for tlic capacity to handle men ami 
their problems, the ability to co-ordinate a large number of luiman beings 
into purposeful, common activity ; and, that in the everwidening com¬ 
plex of managerial functions a quick grasp of new developments, and 
the capacity and the willingness to control and analyse, rather than a 
detailed knowledge of machine settings, or of departmental routine is 
required. He also claims that technical knowledge and experience are 
increasingly becoming fields of specialisation, and to attribute to a spin- 

‘i‘l. supci'intciulnil, CloniplmlU r. Olikf (^llicc r. Cciwnil MaiK»t>cT. aiy th sionaiions 
" usiiallv iiidiciniii* a ^vcMcr iiunihcr ol liiiiaioiis llian innmtiaKd above Also 
piesni! and vriv slowlv birornini; more inii)ortant avjiIi Indian-owned nulls 
and alinosl universally ']jmu\vul in mills under nondiulian eonhol is llie 
direclorial position with a salarv reiniineralion. 
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ning master detaileil knowledge or better understanding of the problems 
of weaving, or of dyeing, or of mercerising is not pro])cr. In the light 
of these considerations, it is argued, that the non-technician (who it 
may be noted is not usually an ignoramus in technical matters, especially 
when backed by a sound education in the fields of commerce, law, 
accountancy, or economics), makes a far superior manager. 

Any detailed balancing of these views is unnecessary apart from 
noting the existence of these tyi>es of mental attitudes, for it must be 
obvious that the efficacy of a manager is essentially the result of a con¬ 
glomeration of the rarer human tjualities of leadership to attain a defined 
goal, in the most suitable way, in the shortest time. It must also be 
appreciatetl that the difference between good and bad management may 
only consist in a lower or higher proportion of wrong decisions. It is, 
therefore, conceivable that other things being equal, and they are rarely 
so, in certain managcmental situations one type may be superior to the 
other. Indeed, it is not altogether rare to come across the co-existence 
of both types when the size of the concern and its requirements 
warrant.'^ We may also note that most technician-managers have very 
few occasions on which to make use of their technical prowess, which 
in many cases, boils down to a memory from the past. 

More significant from our point of view is the slow' but growing 
ascendancy of the non-technician type of managers all river the country. 
Figures arc difficult to protkicc in support of this statement, but in 
almost every centre visited by the writer, this tenilency has come to the 
forefront, and he has ascertained of its existence in most other centres. 
It may be noted that the progress of the latter type has been, to some 
extent, also coincident with the entry of men with a university back¬ 
ground. 

The [iresent position may be summed up as follow's : a variety of 
factors, structural as wall as others, are tending to make management, 
whether undertaken by men with formal technical training or practical 
experience or by others without the former type of training a full-time, 
distinct function, carried out by men who stand at the top of the mill 
hierarchy in terms of status and remuneration. The scope and com¬ 
plexity of managerial functions are widening, and have contributed to 
bringing about the above position. Not all mill companies have the 
wider concept of the term ‘ manager' although the newa-r influences 
are being felt in them as well. 

Size of the firm and regional influences, two major variables often 
cutting across each other, create tremendous diversities of pattern, which 
qualify most generalisations about the managerial cadre. 


‘VI. I’or oxainplr, llu' Drilli Mills, or the Calico Mills. 
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6 . The Utilisation of Spwialists.—In the light of what has been 
said in the immediately preceding sections, a natural conclusion in the 
matter of employing specialists other than technicians follows. Their 
uses and numbers were very limited and that too usually only in a pro¬ 
fessional capacity, until recently. Amongst these have been architects 
and civil engineers, professional accountants, lawyers and solicitors, and 
these almost exhaust the early list. Another source of specialist services 
has been becoming more important, and had at least limited prevalence 
during every phase of mill growth—the advice rendered by technical 
experts attached to manufacturers and suppliers of various articles and 
machinery. In the matter of chemicals and dyes, expert advice as well 
as laboratory facilities have been available to some extent. In the case 
of machinery, erection has often been undertaken, under the supervision 
of experts attached to suppliers or importing firms. But in its very 
nature, this facility has well-understood limitations in respect of the 
unbiased character of the advice or instructions. 

Recent trends indicate a wider use of some types of employee 
specialists and a greater desire to try out several others. The first cate¬ 
gory includes trained accountants, chemists, and statisticians who can 
initiate and work schemes of quality control. 

Two or three new trends are visible in the utilisation of non- 
employee specialists, apart from a more regular and keener use of the 
types that were availed of even during the earlier phases. Management 
consultants have had a few assignments from the industry including, it 
is believed, a study of workload assessments for the Millowners’ Asso¬ 
ciations of Bombay and Ahmedabad. Analytical laboratories, both pri¬ 
vate and institutional, now established in Bombay City and Calcutta in 
the case of private laboratories, are increasingly finding mills among 
their clientele. Research institutions interested mainly in a corporate 
approach on behalf of the respective regional group of member mills to 
problems of application have already been mooted in Ahmedabad, 
Coimbatore, and Bombay, The first of these has already overcome 
teething troubles, and while widespread practical results may yet take 
time to flow, it has brought a consciousness of a variety of tools of rational 
management, not dependent upon rules of the thumb. The employ¬ 
ment of statisticians (mentioned in the last footnote) may be directly 
traced to the influence of the Ahmedabad Textile Industry’s Research 
Association.” Finally, flying visits by experts in various branches— 
personnel management, statistical quality control, industrial psychology, 

35 . It is believed that nearly a dozen mills in Ahmedabad now have such men on 

their staff. An equal number is also probably employed in other mills in 
the country. , , , 

36. The earliest appointment of statisticians in the industry dates back, at least, 
to pre-war days. I'his, for instance, is the case with the Calico Mills of 
Ahmedabad- 
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and so on,—arc now more frequent, and not as ignored as was the ease 
in the past. 

It is, however, a very fair, broad proposition to make, that the 
specialists and their utility are not much understood in the cotton mill 
industry, even where they are employed.” And, the present interest 
in them, frequently represents only a search for profit-minting miracles. 
This phase is, of course, not peculiar to India,"" but it is bound to lead 
to disappointment. 

7. The Jobber"".—The jobber is, in many respects, a unique 
feature of the organisational set-up of Indian industry, although in res¬ 
pect of most of his functions he is, under one designation or the other, 
present and necessary in any industrial set-up. Any analysis of his role 
in the functioning of Indian mills should take into account the historical 
circumstances that abetted the growth of certain features of his usually 
condemned activities, the alien composition of early managerial and 
technical personnel, the general immaturity of early entrepreneurial 
skill, and to a small extent, the existence of a rigid caste structure which 
introduced within the industry several milder forms of seclu.sion and 
exclusiveness. 

Despite the difficulties of establishing the historical continuity of 
the evolution of the jobber system, the following propositions are tenable. 
The early problems of the industry in terms of efficient technical 
management, from the angle of labour were (i) the unavailability of a 
sustained, regular source of labour and (2) the induction of these new 
recruits to the duties of working at machines, which though only crude 
and simple in character, were utterly unknown to them. The latter 
task was not very difficult of solution because the bulk of the jobs was 
unskilled and in centres like Bombay other types of economic activity 
had already brought into existence a class of non-industrial workers, 

37. Jivcii wlicio milisetl, specialists fail to yield a desirable level of results, if ilic 
employer is uinvillino to make the entire sctjuencc of variations followiiij:* upon 
the expert’s lindim^s. In a bii^^cr mill of India, a pilot plant exists wbicli 
enables sam])les of cotton to be processed, and detailed data gatbered on 
various spinnini^ cliaractcri.sfics and results. I’lic original manual methods of 
drawing out staple, and estimating spinnability and the range thereof, it has 
been com liisively proved, have been yielding a far greater range of variatiotis 
than does the j)iIot plant. This reflection on their expert buying of cotton, 
of course. <lr)es not please the older, well-renowned and entrenched buyers of 
coiton for the mill who regard these tests as ‘ bookish ’ stuff. As a result, the 
mill instead of buying cotton as per requirements, only adjusts the cotton 
bought, to its proper technical performance. 

38. Sec Knowles and Thomp.son, Production Control, pp. 3.4 for the American 
experience. 

39. The other designations iKsed, maistrics, naikins, etc., have not been used in 
parentheses but, the analysis, of course, applies to them. 

40. According to the relatively low standards of classification adopted in the iqii 
Censu.s, of 295,000 workers in the cotton textile industry, 167,000 were skilled 
workers and 128.000 (i.e, 43%) were unskilled. (Figures from Statistics of 
British India, Vol. I, 1918, p. 5.) 
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but only required an intermediary to establish contact with these groups, 
socially and culturally different as they were from the class of owners 
or those who comprised the technical cadre. Their introduction to the 
mechanical aspects was perhaps more laborious (though not surprisingly 
after what we have already known of our early technicians), and 
needed a modicum of smattering acquaintance on the part of the would- 
be intermediaries with the English language so as to establish some 
elementary communication with the British element. There is. there¬ 
fore, reason to believe that early jobbers had to satisfy one of these two 
requirements ; cither they were interpreters, or they were intermediaries 
enabling regularity in the supply of labour. The former group usually 
did not come from the same social strata as the bulk of the labouring 
classes.^' While the latter were the more prominent element amongst 
these groups, it is doubtful whether any of these requirements laid any 
significant stress on the mechanical knowledge required, or the leader¬ 
ship qualities deemed necessary in junior foremen, as the first line of 
management which met more workers more directly, and more often 
than other ranks of management did. Indeed, it is uncertain, whether 
in the early stages the group of labour intermediaries were very directly 
concerned with the production aspects, as they are today,*“ and whether 
they may, in that phase, be significantly regarded as the first line of 
management representatives. 

The growth of the Indian share in the ranks of technicians and 
probably the bilingual ^ ‘ influences of metropolitan existence on the 
occupants of these positions, gradually transferred (and to some extent, 
eliminated) the interpretative function, from the class of jobbers to this 
other group, which by 1910 or so, had almost completely ousted the 
non-Indian from comparable positions, as was observed in a preceding 
section. Coincident with this phase, absorbed by the rapidly expanding 

41. W’c have already referred to tlic recruilnient of Par.si.s and others from In'^lier 
castes, servini* as jobbers or clerks, being the first recruits to the leihnical 
cadre. 'This type of early jobbers, obviously, could not have had any identity 
of class witli, or any great capacity to function as intermediaries for setiiring 
regularity in the supply of labour. 

4«. T’iie earlier growth of the spinning of coarser yarns and the smaller al)sohiie 
expansion of weaving as distinct from its rate of growth would, of (oinse, 
mean a greater proportion of unskilled workers than re(]iiiied for the later 
mechanical orientation of higher counts of yarn and more loomage. J lie 
general cheapness of Indian labour ref|uircd greater attention to the non- 
cmploynient, or speeds of machines, rather than to the nnder-einployinent of 
labour resources. In other words, the conircd of labour was then more a 
matter of discipline, rather than of the level of production. 

43 . This factor is necessarily of greater importance in the Bombay mill industry, 
but it may not be regarded so exclusively. The Marwari worker in Ahmedabad, 
some fifty years back, spoke a dialect of Giijcrati that was as difficult to com¬ 
prehend. Moreover, the evolution of a work force language, consisting of a 
small number of words, covering most of the machines and actions relating 
thereto, must have helped in the decline of the interpretative function. In 
Bombay City, to cite a few examples, blowrooin is spinning Irames 

are is for all workers, irrespective of regional or 

linguistic affinities. 
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need of technicians from new, as well as existing growing industrial 
units, there appears to have come about a very considerable contraction 
in the ranks of jobbers who performed the interpretative function, and 
came from social strata other than the bulk of the workers. New 
recruits from these higher classes increasingly sought the higher status, 
even at a lower remuneration, of the ‘ supervisor ’ or ‘ assistant The 
emphasis on formal technical training has also aided the tendency to 
take assistants and supervisors directly as such, during the inter-war 
period. The jobber system, as consisting of men from the same social 
class or caste as the bulk of the workers is, therefore, probably an insti¬ 
tution that has crystallised in its more or less unadulterated form only 
during the first decade or two of this century. 

Several other changes have also been in the making. Competi¬ 
tion, rising labour costs (although slowly), superior entrepreneurial 
ability and knowledge than existed previously, and the diversification of 
output and equipment, have all tended to place emphasis, as early as 
the last decade in some cases, on aspects other than those connected 
with the availability and induction of the labour force. Moreover, the 
growth in the numbers comprising the labour force as well as a measure 
of stability therein were attained by 1900, and severely curtailed the 
original intensity of the problems of availability, regularity, and induc¬ 
tion to mechanical processes. The growth of departments multiplied 
the number of jobbers, especially in the spinning frame and the weaving 
sections, bringing into prominence the institution of head jobbers for 
the co-ordination and control of jobbers, within broad departmental divi¬ 
sions hke spinning and weaving sheds. All these were factors tending 
to emphasize the mechanical attainments and the production potentials 
of the jobber’s position, at least in the case of jobbers other than head 
jobbers. 

The establishment of a state of surplus labour was a logical 
sequence of the stability and growth in numbers that had already eased 
the rigour of the jobber’s intermediary functions. And, the state of 
affairs at the end of the boom following the First World War was an 
almost dramatic announcement of the fact. Mills in Bombay City 
stopped making any net additions to their labour force for many years 
thereafter, and retrenchment became the order of the day. The condi¬ 
tions of effective excess of supply over demand for labour created an 
open invitation to graft and corruption, which previously could exploit 
only individual needs of the utterly ignorant, newest recruits. The 

44 . An indirect indication of this growth may be had for the years 1911 and 1948 . 
In the former year, according to the Industrial Census of 1911 , ij^.ioo men 
other than workers (including clerks, etc.) were employed ; as' per the Census 
of Manufactures. 1948 , 39.000 were thus employed in the cotton textile industry. 
The fiffures, due to differences in classification and coverage, are only roughly 
comparable. ^ 
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corrupt tyranny of the jobber class generally, and of the head jobber, in 
particular, thereafter became almost universal, undermining the very 
vitals of honest internal administration, not unoften the illgotten gains 
being shared at higher levels in the technical hierarchy. The latter 
practice was not, however, either common or general. 

The failure to substantially reform the jobber system is one of the 
many great failures of industrial management in India. That isolated 
efforts by employers achieved the needed reforms twenty to thirty years 
earlier than the generality of mills in India, only underscores the gravity 
of the entrepreneurial lapse. Only two qualifications bringing out the 
difficulties in the attainment of this goal may be made. First, during 
the inter-war ^x;riod, mills in Bombay and later in Ahmedabad, were so 
busy coping up with problems of foreign and internal competition, 
trade union activity,‘° and new legislation that to try any large-scale 
reforms of the jobber system would have created complications in a 
already grave situation. Secondly, it is also fair to admit that the less 
pervasive role of the jobber might have been more difficult to build up 
in the transitional phases of the evolution of the technical cadre itself. 

The Royal Commission on Labour (1930) forcefully brought out 
the malpractices associated with the jobber system,and recommended 
the creation of a body of labour officers with control of recruitment, 
promotion and welfare activities.*' Its support strengthened the hands 
of progressive employers, and goaded State Governments into legislative, 
ameliorative efforts. Today, therefore, a majority of cotton mills is 
trying out the first appointees in most cases, and where these appoint¬ 
ments have been made there has been a noticeable decline in the jobber’s 
influence.*" In other mills too, the older strength of jobber influence 
is a story of the past. 

This brings us to the delineation of the position of the jobber in 
the cotton mill industry in 1952. Comprising very largely of the 
members of the same social strata as the majority of workers, production 
and maintenance of machinery have been becoming their main functions, 

45 . In many cases, jobbers were the main influence enabling strikes to be broken 
by the recruitment of new bands. I'besc men were tough and coarse, and 
were the main prop of the organised goondaism that bad its short-lived, major 
phase during the late twenties. Forming only a tiny proportion of the jobber 
class, their strength and influence were disproportionately great. The con¬ 
tinuance of this class, in smaller and milder proportions, even today, may not 
be disputed. 

4 (i. Report, pp. U 3 - 4 . 

47. TbicL, pp. 24-^,. 

48. It is not intended to convey that the jobber-type of graft has completely died 
out. The desperation of needy workers still continues, and, therefore, are 
also present the.se opportunities. I have come across cases of this type, with a 
measure of supporting evidence, covering not merely jobbers, but a Fabour 
Officer, and a Spinning Master as well. For details of a case involving a 
jol)ber who made common jiracticc of lending, inside mill premises, small 
sums at 1 anna per Re. per month as interest, see 11)50 (/.f.’.R.), p. 901. 
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partly because the emphasis on these has been deepening, and partly 
because other functions now belong to other members of the mill hier¬ 
archy. At least some of the worker’s contempt of management in 
general, gets reflected in his attitude towards the jobber, as well. The 
higher level of educational attainments, general and technical, insisted 
upon for new recruitment to the supervisory and technical cadres makes 
it almost impossible for a jobber to rise to higher levels than the head 
jobber, an institution disappearing as the retirement of the older in¬ 
cumbents progressively thins out the ranks. On his part, apart from a 
very small proportion of new recruits, the inability to cope up with the 
faster pace of mechanical innovation, makes his tenure very insecure 
in the more progressive mills. His general poverty of even elementary 
education has induced in him a breed of ignorant conservatism. This 
has produced, in its turn, a very unhealthy scepticism of all technical 
innovations, and has slowed down the pace of emergence of new equip¬ 
ment patterns. His reliance on, and faith in rules of the thumb hardly 
understands, and misinterprets to the ranks of workers, by conduct if 
not precept, die intentions behind and the implications of newer methods 
of time-study and work-load assessment. 

Another aspect of the jobber system weakens the unity of the 
organisational chain, in its final and very vital link downwards. 
Although having identical social origins, the jobber is not accepted by 
the workers, in the present state of their mental attitude towards em¬ 
ployers and their representatives, as one of themselves. The creation 
of rival leadership positions implicit in the growth of trade union acti¬ 
vity, in the institution of elected representatives, and the continued 
inability of the jobber to be on the side of the workers during any major 
trial of strength between the employers and the labour force, has now 
set the final seal of democratic disapproval on the leadership element 
of the jobber’s position.'” The jobber, socially stratified differently, 
does not however find a place in the hierarchy of technicians, and is in 
many significant ways treated either in the same way as the workers or 
at least treated differently from the former, his lower level of intellectual 
and academic attainments serving to differentiate him even more remark¬ 
ably. The workers treat him as belonging to the camp of the employer 
and liable to be suspected as such, whereas his acceptance in the opposite 
camp is strictly limited, and of a low order. This lack of a sense of 
belonging weakens the faith of the management, and adds to the feelings 
of defiance in the worker, in relation to the jobber.'" 

40. It. is sipnifirant that in only one mill company did the writer come across any 
sizeable measure of workers' confidence in their jobbers and miiccadums, as 
reflected in the election by the former of the latter to various institutions in 
the mill, rhe companv in point is the Delhi Cloth Mills. 

50 . It is not thcrrcforc surprising that jobbers also share in the more violent forms 
of worker defiance, which in a majority of cases takes place outside mill 
premises. 
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Finally, attention may be directed to the intrinsic lacunae in the 
equipment of the jobber system in their present role of junior foremen, 
the frontline of the managemental hierarchy, which even at its unadul¬ 
terated best, it cannot avoid. The process of effective communication 
in the work group is a cornerstone in the development of team work. 
The process is complex even normally, being coloured by social factors 
that manifest themselves into different connotations to the same word 
or gesture in different groups speaking the same language in the ety¬ 
mological sense.Linguistic, regional and social variation in affinities, 
so characteristic of the composition of the labour force in most of the 
cotton mill centres, only adds to the problems of communication in the 
work group in India. The decline of their status and standing, and the 
creation of new and higher positions within and outside the mill hier¬ 
archy deprive most members of the present generation of jobbers of 
authority in the matter of communication in the work group. In the 
light of the factors mentioned earlier (the general inability of jobbers to 
grasp and appreciate newer work-methods and their consequent mis¬ 
interpretation, more often in conduct than in precept, which have 
obvious retarding influences on effective communication), and the posi¬ 
tion stated above, the jobber system suffers from severe drawbacks, in 
the matter of achieving efficient communication with the rank and file 
of the work group. 

Another intrinsic defect in the present state of the jobber system 
is its failure to function as one of the principal sources of recruiting the 
higher supervisory and technician staff. It is widely recognised that 
in the cotton textile industry there is room for more than one type of 
supervisors or technicians. Widespread realisation of the potentialities 
in this direction, in view of the present stage of jobbers and education 
facilities, is not near fulfilment, however. 

The jobber, we may then conclude, is the weakest link in the 
organisational set-up of India’s cotton mills. 

Before we proceed to a more direct appraisal of the organisaffonal 
patterns of cotton mill companies in India it may not be inadvisable to 
gather the main strands of our study of the major aspects of organisa¬ 
tional evolution. 

In terms of legal status incorporation is taking place at the mill 
and the managing agency levels. The process denotes a wider owner¬ 
ship of the industry, but is consistent with the co-existence of substantial 

51- See Harriet O. Ranken’s brilliant treatment: 'Communication in the Work 
Croup’, Hansard Business Rettiew, July 1951. pp. 108 <7 seq. 

52. J'hus according; to the PrcKliictivily Team—Cotton Spinninj;'- -in tbe United 
States “ Promotion right up to the highest grades, is wide open to all who 
are qualified for it (Page 16, of their Report.) In the United Kingdom 
under the apprentice system young boys arc trained to become operatives, from 
wliere they may and do rise to the higher positions. 
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proprietorial elements, which are usually less strong in the biggest mills, 
and mills in Bombay City. 

The managing agent is the top executive, inside the bulk of the 
industry. 

Apart from the rate and pattern of growth, various other factors 
have also aided in the process of increasing the number of comprising 
functions and adding to the complexity of cotton mill management. 
Some of die older problems have disappeared in the course of time, and 
reduced emphasis on others is also noticed. 

In the composition of technical personnel, changes of social as well 
as structural character have had their delayed but vital impact. The 
introduction of formal technical training and the acceptance of its utility 
is traced. The increasing hold of the managing agent during the intcr- 
war period over the management of technical affairs, where size of the 
firm and requirements of the situation favoured it, is also brought out. 

The managerial function is emerging presently, after an extended 
process of racial alteration in staff composition, as a distinct, separate, 
full-time and more complex activity, to which a class of non-technicians, 
with a university background in many cases, is taking more quickly than 
technicians. Size and structure of the firm are very important variants 
of the compass of managerial functions. 

The utilisation of specialists is very small, and not always well- 
understood, although some indications of wider and better use are 
discernible. 

The historical aspects of the evolution of the jobber system, the 
growth of other positions of parallel and superior power and functions, 
the level of educational and mechanical attainments—all these have 
detracted from the position of authority previously belonging to the 
jobber. Judged by the standards of adaptability to the new phases of 
faster mechanical innovation, or by the capacity to achieve effective com¬ 
munication with the work group, the jobber sys'^em, in its present stage, 
reveals itself to be the weakest link in the organisational set-up of Indian 
mills. 


B. APPRAISAL 

Some elements of appraisal were more or less implicit in the pre¬ 
ceding propositions. It now remains to crystallise the less implicit ones, 
and to evaluate the efficacy of the organisational set-up. 

In most Indian mills a very low level of effective, co-ordinated team 
work obtains. The factors responsible for this sta’^e of affairs are both 
structural and environmental in nature. In the order of their presenta- 
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tion below, no suggestion of relative quantitative magnitudes is involved, 
the serial arrangement being merely a matter of logical facility and 
presentation. 

Top Executive Management.—The managing agency system of top 
executive management in Indian-owned mills has the inhibiting effects 
of a rigid class structure on the initiative of the remaining constituents 
of the organisational hierarchy. The highest positions are restricted 
therein to a select class of people favoured by their proprietorial 
strength. The common experience of finding more than two or three 
persons, who may or may not belong to the same family, exercising this 
proprietorial influence usually eliminates the grave dangers of hereditary 
management in its extreme, unadulterated form pointed out, among 
others, by Dr. Lokanathan. Rut what it unquestionably does is to 
closely circumscribe the field of recruitment. 

Undisputedly, the existence of a high-salaried managerial class, and 
the greater opportunities invariably open to extraordinary talent, are 
mitigating influences for the overwhelming majority of the members 
of the organisational hierarchy. But the real difficulty is acknow- 
ledgedly in relation to only a small number of ‘ key ’ men, who have in 
one-half of the mill industry to serve under superiors whose lack of ade¬ 
quate experience and ability to direct, create an undertone running 
throughout the organisation of scepticism in the abilities of and absence 
of restiect for the managing agents. In another sizeable portion in the 
industry, the qualifications of the managing agents do not inspire any 
such impression of their incompetence, but preclude a positive respect 
for their competence. In tlie rest of the industry, the managing agent 
is the logical top executive by dint of sheer merit, and the problem may 
be reduced to very small dimensions. In the biggest concerns this feel¬ 
ing of want of faith may be considerably moderated in influence by a 
higher level of salaries, by some participation (formal or informed') in 
profits, by the adoption of higher designations than manager, and by 
respect for the personality of the incumbent which his designation may 
not secure to him always throughout the industry. 

It may be clearly stated here tliat the foregoing comments are not 
so much against the managing agency system,” as they are a descrip¬ 
tion of the consequences of the strong Dronrietorial element, which has 
hitherto been associated with out industrial growth. 

53 . The analogies often drawn with British and American corporate patterns to 
the effect that heredity in management is not an important factor therein 
ignore two vital aspects: one, that in the present stage of corporate manage¬ 
ment and personal laws of taxation, their small companies arc as big or bigger 
than most of our biggest concerns. And, that many decades of high personal 
taxes and estate and death duties are making large personal fortunes as dis¬ 
tinguished from corooratc aggregates of wealth, more difficult to achieve and, 
if achieved, to maintain. 

Both these factors encourage the divorce of ownership and management in 
these countries. 
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Human Instability.—number of factors aggravate the difficulties 
created by the presence of a large number of top executives, whose posi¬ 
tions arise out of status rather than competitive survival. Widespread 
failure of managing agents to have even ordinary confidence in the 
ability of the men working under them, is one such result, with con¬ 
tinual unsettling effects on the composition and stability of the officer 
cadre. The selection of departmental heads and other higher members 
of the staff is, as a result, influenced more by considerations of the com¬ 
pany ■'* with which the appointee was previously connected. Conversely, 
there is a failure to find and train officers of higher status from within 
the concern. (It may be granted that until jobbers are raised to the 
level where they would form a potential source of gathering departmental 
heads, there would be only a limited field of selection, making it inevita¬ 
ble that a sizeable proportion of officers be drawn from outside. But 
this docs not appear as an insuperable obstacle to adopting a more pro¬ 
gressive policy of staffing the higher rungs of the officer cadre.) The 
more prominent concerns, as a consequence, turn into involuntary 
employment exchanges, wasting resources and energy on trainees who 
are not likely to continue with them beyond a comparatively short 
period. The concerns receiving them suffer from getting a set of techni¬ 
cians or officers whose limited acquaintance with the details of their own 
organisation involves a period of induction while occupying key posi¬ 
tions of responsibility. This instability is accentuated in the case of 
the more ambitious and able who may have as many as eight or nine 
such changes in twenty years or so."'^ The strain of establishing personal 
relationship with each new work group, the stress involved in the build¬ 
ing up of personal loyalty to and faith in the immediate employer, and 
the want of continuity in internal administration are the usual outcome 
undermining the capacity to do team-work even in the better concerns. 
The arbitrary exercise of the powers of dismissal in a small number of 
mills in every centre (exercised also in relation to the highest members 
of the staff), is only a more extreme manifestation of a widely prevalent, 
milder, mental attitude on the part of many other managing agents. 


r;t. Most of the mills inaiiaj^od by British managing agency houses, some of the 
biggest Indian owned mills and a few others liave this type of value with frcsli 
recruits to the mill industry. F.xarnples are: the Finlay & Brady groups of 
mills, the Kohinoor, Century, Standard tSc Khatau Mills in Bombay ; the Calico. 
Arvind & Ambica Mills in Ahnicdabad ; and the Delhi Cloth Mills in North 
India. 

r;5. The data given below relates to some outstanding examples of each (ype: — 


Designation 


Total period \o. of Coys, 

of scn'ice changed 


(1) Technician Manager 

(2) Non-technician Manager 
Chief F.nginecr 

{4) .Spinning Master 
(5) Weaving Master 


21 years 0 

8 years 

20 years 9 

22 years 4 

17 years 4 
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Another implication of the instability of the composition of die 
officer cadre lies in their inadequate command of the jobbers, who are 
apt to regard themselves as the permanent, and the former as the 
transient, unstable elements, with obvious undesirable reactions through¬ 
out the labour force. 

There cannot be any doubt that the instability of the officer cadre 
is not entirely due to the employer. The gravity of the situation apart 
from the question of fixing causal responsibility, stands delineated 
below 


Reduciions andjor Changes at the Departmental Head Level and Higher 
{1^47 compared ivith DM6) 
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56. Worrall’s Engineering Diary for 1946 and 1947 gives for niosr companies the 
names of their oflicers. Identity of name and similarity of designation is an 
indication of absence of change and vice versa. In a few cases a change of 
posts l)y two officers belonging to the same rompany was obscrv(.-d. Such a 
change has been ignored, altogether. Some incompleteness of information is 
inevitable and the temptation to total up the figures in each category, and to 
arrive at either an all-India picliire or more detailed statistical measures of 
category-wise variations is not pursued. The equipment patterns would deter¬ 
mine the types of posts, broadly speaking, and therefore the total of changes 
in two different areas may only indicate the greater or smaller number of 
particular posts, rather than anything else. 
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The aspect that ought to be emphasized the most because its effects 
take place at the highest, and the final co-ordinating level in the organisa¬ 
tional hierarchy arc the 58 changes in the managerial posts out of a 
total of 357 concerns dealt with by us. In other words, in a single 
year when new building activity or major managing agency transfers 
were less important, one-sixth of the industry reshuffled its managerial 
cadre. Only a fraction of the changes obviously could be accounted 
for by natural wastage or other factors of a like character. 

The widespread failure to achieve a well-integrated policy in respect 
of the remuneration of the officers within a unit is another factor aggra¬ 
vating the friction and strain on human relations and adding to their 
potential for instability. The commonest experience thereof is the piece¬ 
meal, haphazard, arbitrary and momentary character of these relation¬ 
ships. Another symptom is the failure of many mill companies, including 
market leaders and the better known companies, to clarify the broadest 
division of functions to be performed by each department or individual, 
with the result that interdepartmental friction is experienced at too many 
and unnecessary points. Avoidance of responsibility in the event of a 
wrong decision, and too many claimants for the credit of a correct one 
are the avoidable results. In too many companies the known presence 
of an employee, often at a lower stage in the chain, possessing the con¬ 
fidence of, and charged with faithful and confidential reporting of mill 
affairs to the managing agents, further complicates the picture. More¬ 
over, the elementary principle of ‘ line ’ organisation, is too frequently 
violated by the issuance of instructions, casual and offhand, by the 
managing agent. 

Equipment and Allied Aspects.—The significance and extent of 
adoption of a particular technique or alignment of techniques is one 
of the determinants of technical as well as commercial efficiency. Two 
factors deserve mention in such an appraisal, although it must be clearly 
understood that the presence of one or the other of them offers no more 
than prima jack grounds for comment, and that the importance of 
either may easily be exaggerated. 

These factors arc ; (a) the lack of standardisation of equipment, 
within a unit; and {b) the very wide and unstable range of products 
(which, however,' is not exclusively a function of the former), obtaining 
as a universal practice in Indian mills. 

The Standardisation of Equipment is primarily significant in the 
spinning and weaving sections, and is of lesser importance in the finish¬ 
ing section. Uniformity in the former would usually enable a more 
standardised, not rapidly altering pattern of uses of the latter, but does 
not have as much significance because the latter is meant to provide 
a wider range of final products from a narrower range of base products. 
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Certain technical advantages, such as longer runs of utilization and 
economy in supervision, would undoubtedly result from standardising 
the use of finishing equipment but tlie small unit capacity of most of 
the machines and the needs of the market are off-setting considerations, 
which make them feasible for some concerns, and undesirable for otliers. 

In the spinning sector the problem assumes a different emj)hasis. 
As pointed out by H. E. Michel,'’" the indivisibility of scale of machi¬ 
nery in the first process in the cotton mill industry (that is, in the 
blowroom), lays down 10,000 spindles as die maximum utilization of 
the former, when judged from purely technical considerations. More¬ 
over, the range of counts of yarn it is intended to spin substantially 
increases the number of spindles per blowroom line in the higher counts, 
and lowers it in the case of coarser yarns. The requirements of pre¬ 
paratory machinery also alter, in differing and opposite directions, witli 
the counts of yarn production. Most mills are, in practice, designed 
not for a particular count, as much as for a range, yielding a certain 
average count. Furthermore, the fact is that many mills in India have 
grown, altered and adapted themselves during the course of time to 
production patterns materially different from those for which the mills 
were originally designed. They are also dominated by indivisibilities 
of scale associated with certain machines, by the various problems and 
adjustments effected during long years of growth, and by considerations 
of providing a range of counts rather than a single count of yarn as 
the final product. 

From these it follows, as pointed out by Prof. Jewkes,““ and is even 
more important in the case of the weaving sector, that the “ advantages 
of mass production are in the cotton industry reached at a very early 
stage. Economy of production and an enormous variety of production 
are quite consistent aims ”. We should, therefore, be wary in treating 
a range of counts, or a range of cloth, ipso jacto, as undesirable. 

In the weaving sector, as already incidentally pointed out above, 
the technical scale or minimum operation would be tremendously lower, 

57. The Textile Industries—Economic Analysis, p. 9^5. 

58. Arc size and profiiabiliiy related to each other ? i)o optimum concepts of 
size exist in reality ? These questions have been discussed by Dr. Lokanaihan 
& Dr. M. M. Mehta in two studies. These authors have allirmative answeis to 
the questions, speaking broadly. Our complete disagreement with their views 
rests on a variety of grounds—methodological, conceptual, and more important, 
factual—and is presented in the chapter on Financial Aspects. A complete lack 
of faith in their conclusions is implicit, therefore, in the present analysis 
as well. 

59. British Working Party, Report on Cottony Prof. Jewkes’ Note, p. 243. The 
Working Party as a whole favoured greater standardisation of output (pp. 16*19) 
on the basis of economies of having longer runs as a greater proportion of 
products consists of staples suitable for bulk production. Our stand above 
differs in this respect, that we are talking about standardisation of equipment, 
and not of output. And, the latter is only loosely correlated to the former, in 
the cotton mill industry. 
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and may consist of only a couple of looms, or even a single loom, if 
other factors are favourable, such as arrangements for competitive beam¬ 
ing and sizing facilities. The cotton textile industry of every country 
in the world manifests this tendency, as does our own powcrloom indus¬ 
try, And, if this is accepted, it clearly stands out that the mere exist¬ 
ence of looms of differing widths, or producing different types of cloth 
in a shed may not be matters of any disadvantage, as is often implied 
in the general discussions of the subject. 

A considerable range of variation in equipment, judging spinning 
equipment in terms of the number of counts of yarn spun, and weaving 
equipment in terms of the widths of cloths produced (which is always 
a slight understatement of reed space), exists in the cotton mill industry 
of India. 

The accompanying charts bring out these a.spects of the situation 
by presenting the minimum and maximum counts of yarn spun and 
widths of cloths produced by Bombay mills. 

The Chart, in its ‘ spinning ’ dispersion, indicates : (a) The small 
number of mills, only six out of 58, spinning counts above and including 
40s. Using a lower limit, 30s, we have only 10 concerns, in all. A 
counterpart of the above tendency is in the equally small number (7) of 
mills spinning exclusively below 19s. (l>) A large number of mills 

(27) spin yarns from the coarsest, say below 20s, to the highest counts. 
This underscores the fact that the process of product diversification, as 
reflected in the production of finer yarns has been adopted by a large 
number of mills, and is not due to specialization by sections of the mill 
industry. (3) 40s, bos, and 80s represent the modal ranges of maxi¬ 
mum counts, 40s being the bigger category. Taken with ± 4 counts, 
it accounts for 21 mills. Only one observation falls on the 45 degree 
line which denotes specialisation on a single count, the maximum and 
minimum figures being identical. 

The ‘ weaving ’ dispersion is (i) remarkably concentrated, judged 
in terms of the lower limits of cloth widths, which is not surprising 
since the narrow width cloth industry, unlike Japan, has not much 
developed in India. The maxima are widely dispersed, comparatively 
speaking, (ii) The fact that wider width cloths are woven in almost 
all mills, means an equally widespread dispersion of the capacity to 
manufacture dhoties, sarees, chaddars, mulls and voiles. 

Standardisation: A different connotation.—Standardisation in 
equipment may be discussed from another angle, as denoting the uni¬ 
formity of equipment according to (a) manufacturers, and (f>) accord¬ 
ing to the capacity, size, or length of the machinery. 

It is not possible to generalise easily but it would appear that 
variation in the latter is more common than in the former, neither being 
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of any consequence in at least one-half of the industry. In the rest 
of the industry, although the more extreme illustrations do not possibly 
exceed a very small fraction of tlic industry, a variety of types is to 
be frequently observed. In a Coimbatore mill, the writer counted ring 
frames of ten different makes installed. In a well-known mill in 
Ahmedabad six or seven makes were likewise installed. 

The smaller parts and ancillary and auxiliary requirements of 
diverse makes are, however, common even widi the better mills. Indeed, 
it is rare to come across a mill thinking in terms of simplifying require¬ 
ments in this respect and thereby make the buying thereof a simpler, 
less freepent job, and storage easier and less complicated. 

The factors responsible for this latter variety of lack of standardisa¬ 
tion are (i) the widespread omission to establish definite standards of 
requirements, by laying down detailed specifications, (ii) the desire to 
buy stores at cheapest prices, often sacrificing in the process uniformity 
of quality in supplies, (iii) factors like personal relations between the 
supplier on the one hand, and the managing agent, manager, or depart¬ 
mental head, on the other, or (iv) the not infrequent prevalence of 
graftat every rung of industrial management. 

There cannot be any doubt that the factors just mentioned detract 
from the quality of technical as well as commercial results. It should 
also be obvious that an unnecessary variety of makes only makes for 
technical troubles, extra supervision and additional stores problems. 

It is not possible to be dogmatic whether the absence of stan¬ 
dardisation of equipment in the sense of producing only one or a few 
counts of yarn, or having identical reed space for the loomage, is always 
superior to a drastic standardisation of that type. It is clear that both 
can be and arc, often, overdone. It follows that only a difference in 
degree would be an adequate criterion. In view of the complexity 
of market patterns, and the equipment patterns, it would be both un¬ 
certain, and changeable. The problem whether the selling of a single 
product involves higher skill on the part of the management, or whether 
the management of a range in equipment is more arduous is impossible 
of lasting solution in the context of Indian cotton mill history. Cotton 
mills in India have as yet only been a developing industry, and it is 
only recently that the rate of new additions has stopped to materially 
affect the structure of the industry. The solutions of our own problems 
in this direction can effectively emerge only during a phase of drastically 
slowed down rate of new additions to the industry, where the sequence 
of new variations, howsoever rapid, can be viewed in a larger, more 
permanent context of market needs. It is only when management skills 

6 o. Tr is as easy to exaggerate its importance, as to minimise it. Tlie present 
writer is convinced that it has assumed graver dimensions, and in many cases, 
subtler forms, in the bigger centres at any rate, than was the case in the past. 
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have reached a very high general level that, broad comparisons ignoring 
differences in technical results due to the latter, could be helpful. There¬ 
fore, apart from the possibility of extremes being dangerous, the equip¬ 
ment pattern may not be condemned or praised because it is not highly 
standardised. 

Nature of Production Decisions.—The otlicr facet of entre¬ 
preneurial behaviour, consisting in an unnecessarily wide and unstable 
range of products, is more amenable to precision in judgment. With 
it weaving mills that spin are more concerned, than the exclusively 
spinning industry. The discussion is, therefore, limited to the former. 

The following data relates to a mill having 950 looms at work 
daily and reflects the common practice in the cotton mill industry. 


No. of looms 
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The facts that a substantial proportion of Indian looms is engaged 
in the weaving of bordered dhoties and sarees, the more or less marked 
regional differentiation of markets that existed very rigourously prior 
to 1939, and the general tenor of quality competition of a subtle type, 
have all contributed to making the entrepreneur a producer of a range 
of fabrics rather than a few varieties thereof. The domination of the 
market by the trading interests to the general detriment of the bargaining 
power of mills, and the low labour costs have also facilitated this pattern 
of expansion. Most of these propositions are made and established in 
the chapters dealing with the various facets of the market position. Here, 
it is enough to stress that the forces making for the standardisation of 
products, and to a lesser extent, of equipment have been exceptionally 
weak. In the Indian market situation of pre-war days, the temptation 
to variegate production was unusually great, and has on more dian one 
occasion received the accord of Tariff Boards. 

It may be, however, asserted with some measure of confidence that 
the desire for product diversification has often had an unstabilising 
influence in the industry as a whole. Within a unit, this manifests 
itself in a rapid alteration at the loom stage (including in extreme cases 
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the cutting of warp yarns already beamed to a loom) of production 
decisions. It involves continual acljustmcnt of the equipment and strain 
on the worker s skill, and the loss of the economies of full runs, wlicihcr 
on the preparatory machinery, on the looms, or at the finishing stage. 
The sto])pages that must interpose between the decision to slop the 
production of a sort and the gaiting on of another variety make for 
more supervision, and make it difficult. It is not rash to suggest that 
most mills have not equated these cost-raising factors against the 
advantages supposed to result from switching production schedules 
according to a turn of the market. It has also resulted in most mills 
not having any single variety by which the consumer identifies them, 
and which would provide the stability to a section of their selling pro¬ 
gramme, supporting a greater variation in the rest. That probably 60 
to ICO mills follow the latter practice increasingly is a significant deve¬ 
lopment, and is an argument in favour of the majority of Indian mills 
taking all the costs as the basis of changes in production schedules, 
rather than judging only by price or profit differentials according to 
the expected final j^rices. The continual existence of bottlenecks thwart¬ 
ing production and making it inevitable to keep some machines idle 
for want of raw materials or supplies of ancillaries, that one comes 
across in a large section of Indian mills, issues in no small measure from 
their unstable production schedules. The widespread failure to crystal¬ 
lize the functional pattern leads to decisions affecting production arrange¬ 
ments being made at a variety of hierarchical levels ranging from the 
managing agent to the salesman, and being conveyed in an equally 
confused pattern of instructions to the departments concerned. 

In fine, the usual multi-sort production schedules of a vast majority 
of Indian mills arc liable to rapid and arbitrary alterations, not unof en 
made through an equally unclear chain of organisational authority. The 
absence of detailed costing data, and the very limited recognition of the 
utility of work-load assessments, have only served to make the produc¬ 
tion schedule a matter of necessarily arbitrary personal judgments of 
costs. It also means that problems of production control, already com¬ 
plex in view of the multi-sort character of the production schedule, are 
aggravated. 

Abdication of Management Functions.—A comment that is 
becoming less accurate, because it is losing the edge of extreme gravity 
it once possessed, and because wider prevalence is rapidly narrov/ing, 
may be made. That is, the tendency to abdicate essentially managerial 
functions in favour of others, within or outside the mill hierarchy. The 
first set of such functions obviously includes the use of contractors for 
supplying labour even in regularly worked departments, and the role 
which jobbers have assumed in regard to the recruitment and the control 
6 
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of labour. Of a similar type is the tendency to ojx;rate grain shops or 
canteens on a contract basis. 

Another set of functions includes the extent to which the industry, 
by employing selling agents and others, has become divorced from the 
sale of its own products. Disposal of waste cottons, often without suit¬ 
able classirication, provides another but less pervasive example. 

Some Other Drawbacks.—We have been hitherto judging the orga¬ 
nisational set-up by what it does, and how efficiently it does it. It may 
not be inadvisable now to talk in terms of a failure to do tilings altoge.her 
or in the pro])er perspective. None of the propositions to be enumerated 
may be regarded as capable of drastic generalisation, although of their 
representative character, the writer is convinced. 

(a) The reporting of accidents is a legislative requirement, as is 
compensation for them. The very high incidence of accidents in the 
mill industry, their unequal incidence in different shifts, their causes 
and costs are matters almost never taken up at higher levels. Their 
tremendous costs are looked at mostly from the angle of workmen’s 
compensation actuals or/and premiums, while their greater indirect 
cost-raising effects are not even estimated. The efforts to mitigate these 
are not, as a rule, likely to exceed the demands of the factory inspec¬ 
torate, or the letter of the law. 

(f>) Standing out, implicitly or e.xplicitly, in the discussion of any 
aspect of the cotton mill industry is the labour position. But even 
where more elaborate labour records do exist, their use beyond routine 
purposes is limited. As a result, the factual basis for the formulation 
of a well-defined, clear, and rational labour policy is confined exclu¬ 
sively to transient, personal impressions and opinions. The general 
instability of the officer cadre only adds to the discontinuity of approach 
to all problems of internal discipline and labour management. The 
apjwintrnent of labour officers is an advance but has not yet developed 
into a superior conception of policy in labour matters. 

An equally ineffectual mental attitude obtains in relation to labour 
welfare work. It has a narrow, limited scope, and is motivated by 
either of two considerations, philanthropy or the provision of legal or 
conventional minimum requirements. The former has often no place 
in efficient management, and may, in many ca.ses, amount to the 
managing agent acquiring prestige at the cost of the shareholders. Both, 
however, as applied inside cotton mills, are inefficient tools of labour 
policy and management. The implications are better stated in terms 
of illustrations : 

(i) A leading mill company, employing nearly 4,000 workers, 
has a canteen which serves tea among other articles to its 
workers at specified times, inside the departments. Tea 
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almost never arrives at the appointed times, due to a scries ot 
avoidable reasons, and continually varies in quality in spite ot 
having a formula for making it. The delay and variation in 
quality arc irritants, arouse caustic comments and frequent 
complaints. The tea vendor, having only a basket and cups 
brought in by him manually, and not on a trolley, sits in one 
corner of the particular room, instead of moving around the 
department. Thus, his presence inside the department is a 
signal for permitted small-scale migrations in his direction, 
and aw^ay from the machines. The canteen, which could 
have otherwise acted in the direction of removing excuses for 
loitering away from the machines, and providing at proper 
times the specific needs of workers as human beings, not only 
fails to serve as a positive management tool to achieve higher 
efficiency and better labour utilisation, but also fails as a mere 
welfare measure. 

(2) Another leading company has a programme capable of yield¬ 
ing substantial results, but which does not adequately do so, 
because the management has never conceived of it as a tool 
to achieve higher efficiency. The management is willing to 
supply pairs of spectacles to those of its operative employees 
who are deemed to need them, after preliminary testing by 
the mill’s medical staff, and as prescribed by an eye specialist 
with whom they have made arrangements. The application 
for this purpose must be made by the person wishing to avail 
of this facility. They distribute upto fifty pairs a month, 
mainly to workers in the weaving, drawing-in, and warping 
departments. This programme is obviously doing some good 
to the company, by reducing the number of * eye ’ slips. 
Strangely enough, however, the idea of making a thorough, 
comprehensive survey of the state of eye health, and adjusting 
the programme to the needs, looked at from the jx)int of view 
of departments wherein the state of health of eyes and the 
efficiency of work have direct relation, and individual cases 
of grave condition, has never been thought of. 

In other words, although the industry as a whole spends from 200 
to 300 lakh rupees every year on welfare work indirectly as well as 
directly, and a gross expenditure that is substantially larger, it has, by 
and large, failed to maximize the results. The fact that more mills 
have thought of building glittering dining sheds or of purchasing X-Ray 
equipment, than of more urgent and more productive programmes like 
the second of our two illustrations above, is significant. 

(c) The non-technical sections of mill organisation leave much to 
be desired. The recruitment, especially at clerical and other grades, is 





THE f.VDI.AN rorrON TEXTILE INmiSTRV; AN ECONOMIC ANAIA'SES 


haphazard, not based on any specification of qualifications, and domi¬ 
nated by arbitrary and personal considerations. Their work and effi¬ 
ciency arc almost never assessed, except by reference to personal 
judgments and prejudices, and the failure to adopt a cost-conscious 
approach to them is very widespread. Managements stingy with their 
non-factory payroll are frequently to be found, of course. Hut they 
probably are among the factories having the highest real costs for this 
type of activity. 

(i/) The virtues of shrewdness and the utility of experience in 
forming judgments have been dragged to the limits of a vice in the 
cotton mill industry. Not more than a score of Indian mill companies 
have a full-fledged costing department, capable of supplying truly 
reliable cost information, which can form an adequate basis for various 
decisions. In the rest of the mills, costings are based more on rules of 
the thumb, and a priori judgments of mill agents and salesmen as to 
the proper interpretation of the financial data. It is idle to contend 
that any substantial proportion of managing agents has the genius to 
comprehend the huge mass of statistical information available as a result 
of the adoption of a sound cost accounting system, without tlie rigour 
and clarity of presentation than can only be associated with the latter. 
Most managing agents’ knowledge of cost relations would appear to 
be confined to a few cliches, and a score of odd figures picked up during 
a long period of years, and their staffs do not fare any better. 

C. SUMMING UP 

The cotton mill industry, viewed from the point of view of its 
organisational set-up, presents a picture that is clear in its broader out¬ 
line, although the latter may not be recognised as final, or well shaped 
in every respect. Variation in detail, and not infrequently in the more 
important boundary lines, is a result, partly of historical influences, and 
partly of structural and personal equations. 

The most significant trends in the patterns of management and 
organisation are summed up below :— 

(1) The proprietorial element is a fundamental determinant of 
the composition of top executive management. It sponsors 
heredity in management at the highest levels, and circum¬ 
scribes the field of recruitment to a small, essentially non¬ 
competitive group. 

(2) The managerial function is becoming increasingly important 
as a distinct, full-time responsibility at the highest level of 
salary remuneration, drawing non-technicians to the fold of 
managers, supported in many cases by a background of 
university education. 
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(3) The nature of functions involved in the administration of a 
mill is becoming complex while the scope is widening, bring¬ 
ing into existence newer designations in the mill hierarchy ; 
and retjuires newer, and in some cases, highly specialised 
skills. 

(4) In the case of technicians there has been a continual raising 
of the minimum standards of new recruitment, a fact which 
has already had important consequences for various aspects of 
mill management. 

(5) The jobber is being continually deprived of his functions other 
than production control and maintenance of machinery, but 
only insignificant, isolated attention has been paid to his 
capacity to effectively discharge the latter functions. 

(6) The absence of human stability in *^he salaried hierarchy 
above the level of the jobber, is more marked at the officer 
or departmental head level. Taken together with several 
other causes of varying importance, there is only inadequate 
realisation of effective team-work. 

(7) The industry has not fully appreciated and often ignored the 
consequences of such failure. This is also true of the realisa¬ 
tion of the economies of continuity of operation. 

(8) In bringing about the latter, the general failure to evolve a 
substantial factual base of cost records is important, although 
the gap is not exhausted by cost accountancy. 

(9) Several problems have not received any or adequate attention 
and organisational action. 

(10) Finally, the industry has materially failed to realise the effi¬ 
ciency ptjtcntials of labour welfare programmes. 

The betterment in the quality of personnel is an indication of pro¬ 
gress, and more important, of the capacity to continue to progress. The 
failure to maximise gains and pursue keenly every avenue of efficiency 
is partly revealing of the magnitude of the ground to be covcrc(i, and 
partly of want of initiative and imagination. 
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THE HANDLOOMS: A RE-APPRAISAL 

Any discussion of the handloom industry is complicated by the 
absence of reliable factual information on most aspects and the tendency 
to colour estimates according to the purpose the estimator has in view. 
To some extent, more precise information is now available, and our 
endeavour should be to analyse the problem objectively, without being 
swayed by sentimentality. The first step in such an analysis must be 
to examine the reliability of the facts put forth by the Fact-Finding 
Committee (1940-42), the assumptions underlying their conclusions, 
and the adequacy or otherwise of their view of the problem. While 
discussing the Report of the Fact-Finding Committee (hereinafter called 
the FFC), it would be equally interesting to examine other view-points 
on the questions involved that have been expressed from time to time. 
We follow up this discussion, by a restatement of the position of the 
handlooms setting out our view of what constitutes the fundamental pro¬ 
blems of the industry. 

A. EXAMINATION (MAINLY) OF THE VIEWS OF THE 
FACT-FINDING COMMITTEE 

Yarn Supply.—The quantitative determination of the yarn con¬ 
sumption of the handlooms has been attempted frequently,' the 
earliest attempts dating back to the last century. Almost every 
important estimate has followed, as has the Fact-Finding Committee, 
the ‘ residual ’ method by which is meant : 

(1) Internal production in million lbs. 

(2) Less exports of Indian Yarn. 

(3) Plus net imports of yarn. 

(4) The resulting balance (1-21-3). 

(5) Yarn consumed by mills in their own weaving sheds is sub- 
stracted from (4), to yield 

(6) Yarn available foi non-mill uses within the country. 

1. The most iinponaiit ol these are: 

(//) R. D. Bell. Notes on Indian Textile Industry with Special Reference to 
Ilandwenving. 

(b) riie Indian Tariff Boards of i()2f> and 1932. 

(r) The Indian Industrial Camnnission, 1918. 

(d) The Indian Trade Journal. 

(e) The Millowners’ A.ssociation. Bombay, in continuation of the Fip;urcs first 
published in the Indian Trade Journal, still publishes these figures 
annually. 
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Tht figure arrived at as (4) is reliable, and involves no gucssworlc 
at all, for the various official publications give each figure separately. 
As regards (5), the only information available until recently was the 
weight in pounds of cloth and other fabrics produced inside mills. The 
only method of converting the weight of the cloth into yarn was the 
application of some arbitrary ratio of cloth weight : yarn weight. A 
a priori judgment in 1906-07 of the ratio put it at 112 lbs. of clothe 
100 lbs. of yarn, the excess of the weight of the cloth being due to the 
size or starch applied to the fabric. The assumptions underlying and 
the limitations of this ratio, or any level of it have not been always 
adequately appreciated. They are : (i) that out of a given quantity of 
yarn, say 10 lbs., only less than 10 lbs. of grey cloth may be woven, 
for the processes after spinning, namely, winding, warping, sizing, and 
weaving, involve some wastage of yarn ; although the extra starch may 
be put in at the sizing stage, it is usually put in only after the cloth is 
ready. There is reason to believe that the wastage of yarn is greater 
as the quality of yarn ascends into higher count-ranges. (2) Even the 
small addition of starch when sizing the yarns, would disappear, if the 
finishing processes involved bleaching or dyeing. (3) Most better 
cloths arc not normally sized heavily, except by a small (2 to 3%) 
amount for presenting a crisp appearance at the time of consumer 
purchase. 

In other words, the continued application of tlie ratio of 112 lbs. 
of cloth : 100 lbs. of yarn, as has been done by the FFC,° implies a 
continuation of the earlier pattern of cloth production, during the three 
or four decades that followed the first adontion of the ratio. Such a 
ratio (or, the new ratio adopted by the FFC from 1931-32 onwards, 
100 lbs. of yarn = 110 lbs. of cloth®) implies that the vastly different 
patterns of yarn production and cloth production made no difference to 
the size or starch added, or required to be added. It ignores the spread 
of the laundering habit,^ and it also brushes aside the fact that 
Ahmcdabad, which specialised in this type of goods, had almost com¬ 
pletely lost this trade, by 1932 or so.® It totally avoids taking into 
account the huge development of bleaching and dyeing sections inside 
the cotton mills of India, brought out in the chapter on Equipment 
Patterns. 

The more recent factual data correlating yarn consumption and 
cloth production in terms of weight is submitted below to bring out 
the extent of over-estimation that exists in the FFC estimates of yarn 
supply available to the non-mill sector. 

2. Ap])endix XV, p. 28^^ of the Report. 

3. IhuL, pp. 283 and 2()o. 

4. Ibid. 

5. Xastnrhhai I.albhai, the prominent MiJlowner of Ahmedabad, in Ids e\iden<c 
before the rndian Tariff Board of 1932. 
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-— 

1 Yarn 

1 Consumed 

j Cloth 

1 Produced 

j Percentage 
j DifTerence 

Supertine Cloth 



i 

a..! 

100 lbs. 

1 

95.0 lbs. 1 

5% 

Fine t’loth 


••• 

i 

aa.; 

100 lbs. 

96.11 lbs. 1 

4% 

Medium Cloth 


• a a 


100 lbs. 

97.0 lbs. 1 

3% 

Coarse Cloth 


aa. 


100 lbs. 

98.5 lbs. 1 

1 •; 

1.5% 


It is then clear that the faster growth of the production of the 
three higher varieties of cloth, brought out in another chapter, invests 
the FFC estimates with a very considerable bias towards over-estimation, 
especially after the end of the First World War, and there is a widening 
divergence between the FFC’s position, and the realities. It is, as a 
converse, probable diat the further we move away from recent times, 
the greater is the reliability of the FFC estimates, provided the ratio of 
loo lbs. of yarn =112 lbs. of cloth was really representative of the 
situation at the time of its first adoption. On the latter point, no quan¬ 
titative check is feasible, but its early adoption probably had some factual 
representativeness, inasmuch as it is known that at one stage Ahmcdabad 
had a well-developed, extensive trade in heavily-sized piecegoods, along 
with other centres. 

Going by the general tenor of reasoning suggested by our own 
analysis of the growth of bleaching and dyeing capacity in Indian mills, 
and the clear evidence of the recent factual data, it is suggested that the 
ratio adopted should drop gradually over the inter-war period to loo lIis. 
of yarn = an equal number of pounds of cloth. The rate of fall would 
obviously accelerate as we approach the decade preceding the Second 
World War. Our basis of estimates obviously does not easily settle to 
presentation in a regular time series. So, we present the yarn situation 
below, for six trienniums spanning in the aggregate nearly 55 years, 
the first five being based on certain ‘ ratio ’ assumptions placed in paren¬ 
theses, the last triennium alone being actuals, as approximations to 
indicate broad trends only : 


Triennium (Annual Average) 

i 

Yarn available 
for consumption 
in India 

Yarn nonsumed 
by Mills 

Ratio of conversion 
applied 

1. 1896-97 to 1898-99 

340 m. Iba. 

82 m. IbSa 

100 lbs. of yarn = 
112 lbs. of cloth 

2. 1906-07 to 1908-09 

444 

162 m. lbs. 

do. 

3. 1916-17 to 1918-19 ...i 

532 

338 m. IbSa 

100 lbs. of yam = 
108 lbs. of cloth 

4. 1926-27 to 1926-29 

760 

483 m. lbs. 

lOo lbs. of yarn = 
105 lbs of cloth 

5. 1936-37 to 1938-39 aa.i 

1,171 

835 m. lbs. 

100 lbs. of \ am = 
100 lbs. of cloth 

6. 1948 to 1950 

1,300 

960 m. lbs. 

Actuals 
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It may be borne in mind that for the fifth triennium, we are using 
a ratio wherein yarn yields its weight etjuivalcnt of cloth, and not the 
present relation of actual position. So, it is not improbable that we arc 
understating mill consumption of yarn by 2 to 3%, i.e. 16 to 25 mil¬ 
lion lbs. 

The difference between the FFC estimates, and our calculations is 
nil in the first two trienniums, and as follows, for later trienniums ex¬ 
cluding the last triennium : 


yarn ConsumpLion by Mills (in million lbs.) 


- i FFC Estimates 

Our Calculations 

DifTerence 

1916-17 to 1918-19 

! 

...: 328 

338 

-10 

1926-27 to 1928-29 

...i 453 

483 

-30 

1936-37 to 1938-39 

759 

: 835 

-76 


i 


If to the under-estimation of mills’ offtake of yarn in the triennium 
preceding the Second World War were added 16 to 25 million lbs. of 
yarn wastage as suggested above, the FFC is seen under-estimating mills’ 
consumption of yarn by as many as 90-100 million lbs. The converse 
of this proposition is that the quantum of yarn available for non-mill 
uses is lower by an equal quantity. Stated in terms of our analysis, 
but excluding tfic 16 to 25 million lbs. of yarn, we arrive at the follow¬ 
ing magnitudes of ‘ free ’ yarn—the residual quantity of yarn available 
to the non-mill sector, before the War of 1939-45 ; 



— 


j FFC’s Estimates 

i 

Our Calculations 

i 

1 . 

-7 to 1898-9 


... 258 m. lbs. 

! 

j 258 m. lbs. 

2 . 

•7 to 1^108-9 

,,, 

...: 282 

i 282 

3 

*7 to 1918-9 


203 

194 

4. 

*7 to 1928-9 

... 

308 

277 

5. 

-7 to 1938-9 


445 

i 336 


♦ The fij'iiros for the first irienniiini were calculated from \'enkataraman, K. S., 
The Handloom Industry in South India, 19 .^ 0 , pp. 22 *^^, for thi.s as well a? tlie 
preceding table. Other figures liave l>een calculated from the FFC Report. 

The obvious disparity in the FFC and our estimates gets magnified 
further if the quantum of yarn available for handlooms alone is con¬ 
sidered. As the FFC ® pointed out for the first time, the use of yarn 
in the non-handloom sectors has been growing rapidly. They made 

6 . Ibid., pp. 44 et seq ; see also App. XVII, p. 287 . It is not unlikely that thc.se 
estirnaics arc also underestimates, but they are almost the only information 
available, and it is felt that they are not, in any case, underestimates by more 
than 15 %. 
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estimates for two groups of such uses of yarn [(i) powerlooms, hosiery, 
and jute mills ; and (2) fishing nets, cotton rope and twine, tape and 
niwar, etc., braids and sewing and darning threads], year by year, from 
1900-01 to 1939-40. Accepting these figures as the base line, follow¬ 
ing the FFC, we arrive at our calculations of yarn used by these two 
groups and these when deducted from our calculations of ‘ free ’ yarn, 
yield the residual quantity of yarn available for use by handlooms : 


— 

‘Free* Yarn— 
Our Calcu¬ 
lations 

Non-Hand- 
loom Uses of 
Yam (FFC) 

Yarn Avail¬ 
able ff»r 
Handlooms 

Yarn Avail¬ 
able for Hand- 
looms (FFC) 

1. 1896-97 to 1898-99 ...! 2S% m. Iba. 

2. 1906-07 to 1Q08-09 ...i 282 m. lbs. 

3. 1916-17 to 1918-19 ...i 194 m. lbs. 

4. 197&-27 to 1Q28-29 ...i 277 m. Iba. 

5. 1936-37 to 1938-39 ...‘ 336 m. Iba. 

i 

9 * m. lbs. 

14 m. lbs. 

14 m. lbs. 

27 m. lbs. 

70 m. lbs. 

249 m. lbs. 
268 m. lbs. 
180 m. lbs. j 

250 m. lbs. j 
266 m. lbs. j 

249 m. lbs. 
268 m. lbs. 
213 m. lbs. 
290 m. lbs. 
355 m. lbs. 


• No FFO csiiniaios arc available for this tricnnium, but the average of their 
figures lor 1900-01 to i 9 oi{-t )3 works out to 12 rn. lbs. So our figure of 9 million 
lbs. is not likely to be exceptionable, except as an iindcresiiinate, which to the 
extent that it is an uiuh'restiniation. increases the estimate of yarn a^ailable 
for handlooms. 

Our submission, therefore, is that speaking in general terms, the 
handloom industry reached a state of stagnation in terms of yarn offtake, 
after the First World War, from which it could never recover fully. 
The importance of this conclusion lies in its contradistinction with other 
estimates of the position which have acclaimed the survival of the hand- 
loom industry and the increase in its yarn consumption in absolute 
terms, and adduced it as proof of its ‘ clan vital * Taking into account 
various factors having an under-estimating bias toward ‘ mill ’ and 
‘ non-handloom ’ uses of ‘ free ’ yarn, the resulting position of hand- 
loom yarn consumption probably indicates a small, but definite decline 
over the position in the fourth tricnnium, in the succeeding tricnnium. 

7 . IhicL. p. 2 G 2 . 1 he Ff(^ disputes the contention made in the Bengal Census 

Report of 19 ,‘jj, that handlooms were a ‘decaying’ industry. Venkatraman, 
K. S. op. cit., the Cihaptcr entilled ‘ The Handloom still survives p. 28 
et seq. 

8 . It is often argued that the continued existence of a sul)stantial handloom 

industry, de.spiie the growth of the mill industry, is a sign of the strength to 
survive of handlooms. We deal with the larger question of survival later, and 
in the body of ibe book. 'Fhe former is not a tenable suggestion, liowever. 
When in any large country with India’s population, a new industry starts to 
exist, it only gradually reaches the stage where it can satisfy all of the require¬ 
ments. Until the final position is reached, how can the older industry, 
operating manually, substantially wither away ? It is wrong to regard India’s 
experience of the continued co-existence of handlooms and mills, for some 
decades, as unique in economic history. It happened in the Unitecl Kingdom, 
China, and Jajian, to mention but a few examples. In China, as Dr. Fong 
{Cotton Industry & Trade in China, I 9 ;j 2 , pp. States such an industry 

existed. Dr. Orchard (Japan*s Economic Position, pp. 9 G and 185 ) also refers 
to a delayed decline in hand-weaving in Japan. In 1900 , only 2 G .000 out of 
770,000 looms in Japan w<Te powrrloonis ; in 1928 , out of 370,000 looms only 
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Our reading of the situation saves us from the highly tenuous 
analogies drawn between agricultural production and the handloom 
industry by the FFC." The FFC contended that the handloom indus¬ 
try, being a hereditary occupation was analogous to agriculture, neither 
production nor numbers employed having much bearing on profitability. 
The weavers on handlooms, knowing only weaving, and being helpless 
in the absence of alternative occupations, it is argued by tlie FFC, will 
continue to ply the loom, “ even if they barely get the price of yarn used 
in the making of the cloth Production, as indicated by increase in 
yarn offtake, should not, therefore, be regarded as an indication of 
prosperity. 

The reasoning of the FFC bristles with contradictions. The 
enormous increase in yarn consumption was a statistical result attained 
by them, by ignoring the changes that were taking place in the pro¬ 
duction in the mill sector. They were led into arguing in the above 
manner by their consequent, drastic over-estimation of the handloom 
share of ‘ free ’ yarn, and the mainstay of their reasoning is clinched 
there. It may, however, be pointed out that an increase or fall in pro¬ 
duction, whether in the mill or in the handloom industry, has signi¬ 
ficant and direct bearing on the profitability or otherwise of the two 
industries, and it did not need a Government Committee, and three 
years of labour and expenditure of the taxpayer’s money, to tell us that 
pros])crity and production were not synonyms. 

That current costs mainly govern production decisions is as appli¬ 
cable to the handloom industry, as to the mill or any other industry. 
And, one fails to sec how the independent handloom weaver, in a 
superior position to adjust in diis matter, is behaving differently from 
mills, when he would produce cloth, provided at least varn prices were 
recovered. 

Moreover, in arriving at its generalised picture, the FFC fails to 
take into account the fact that the production decision is not made, for 
the bulk of the commercial handloom production by the weaver at all, 
since independent weavers are only a small proportion of the weavers." 
Furthermore, it is incorrect to assume, as the FFC has done, that alter- 

90,000 were liaiullooiDs. Dr. Oixiiarcl siigjj^esls a reason for i)ic ^rcaier and 
c|uic.kcr decline in liand-spinning a.s compared to Iiand-wcavini^, in terms of 
the irrcattT amount, of laf)our displacemeiu caused by niedianical spinniii); as 
comj^ared to iru'clianical weaving. Thus, 1 man looks after i'oo to ?^oo spindles, 
as against only 1 or a looms. This is obviously an oversimplification, drama¬ 
tising the proportions, but its significance may not be lost. 'Ibis would mean, 
taking the argument a step further, that a higfier level of general labour deploy¬ 
ment inside mills, materially adds to their compiffitive strength as against 
handlooms. We are, as shown elsewhere, and have been passing through such 
a phase. 

9. I hid., pp. 194-6. 

10. Ibid., p. 196. 

11. Ibid., p. 79. 21% of Bombay’s hand-weavers, and 28% of the weavers in 

Madras are independent. 
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native occupations outside the handloow industry are a prerequisite posi¬ 
tion to be attained before handloom weavers would give up hand- 
weaving. This ignores two things. Firstly, the competition of mills 
during the thirties did not engage the handloom industry on all fronts, 
so that there was scope for shifting production from the types of cloth 
where mill competition was most severe to others where it was less severe 
or non-existent. In other words, more intense competition amongst 
handlooms would almost be a necessary prelude before any large-scale 
migration from hand-weaving takes place. Secondly, the non-inde¬ 
pendent section of handloom weavers, who are the majority of weavers, 
have no option to continue handloom weaving, if their employers, in 
one form or the other, decide to discontinue or reduce the volume of 
their employment. 

There is also reason to believe that the hereditary castes of hand¬ 
loom weavers have not been as static in their occupational structure, as 
we are led to believe by the FFC.'* Moreover, it is probable that the 
entry of new classes of individuals into the field of handloom weaving 
pointed out by the FFC,” have attracted only those classes, whose 
earlier general level of incomes was comparatively lower than the caste- 
weavers. Lower income groups might have thus tended to disrupt, in 
an upward movement in occupational mobility, the older, higher pat¬ 
terns of standards of living in the weaving communities, besides leading 
to increased competition. To a small extent, the latter could give rise 
to the possibility of an ‘ unregulated increase of production ’, as alleged 
by the FFC, but in the light of our understanding of the total yarn situa¬ 
tion, the argument for the country as a whole devolves to internal com¬ 
petitive adjustments rather than to any remarkable increase in 
production. The likelihood of localised manifestations of unregulated 
production increases, however, may not be ruled out. 

Acceptance of the FFC interpretation of the yarn supply situation 
brings to attention their failure to appreciate one of the most significant 
developments in the cotton mill industry during the last fifty years— 
namely, the substantial, geographical shift of the production of yarn for 
sale (especially coarse yarn), to low-wage cost areas in the country. We 
have discussed the position elsewhere, but one of its consequences may be 
noted as being more relevant here. This shift of ‘ free ’ yarn production 
could not but have had a sustaining influence on the yarn supply to 
handlooms. 

We restate the essentials of the yarn -situation in the handloom 
industry, after completing the examination of some of the other con¬ 
tentious arguments of the FFC. 

12. Ihtd., p. 65. 

13. /bid. 
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Aspects Other Than the Yam Supply to Handlooms.—The FFC’s 
treatment of the position of the mills as yarn suppliers, its attitude 
towards marketing agencies and their margins of profit are presented 
and analysed below. 

There is a multiplicity of middlemen interposing between the hand- 
loom weaver and the producers of yarn, according to the FFC.'* 
Their existence leads to a pyramiding of prices, and, in addition, these 
middlemen have exploited the poverty, helplessness and ignorance of 
hand-weavers, in regard to the quality, quantity and price of yarn. The 
speculative element ‘ which in its very nature is unstable ’, capable of 
distorting the price structure of yarn, is objected to by the FFC. The 
system of forward contracts enables the stocking of yarn in favourable 
seasons, and merchants may actually undersell the mills themselves in 
brisk seasons, thus earning higher profits. Furthermore, the FFC 
alleges, that a rise in the wholesale price of yarn is immediately followed 
by a rise in the retail price, while it takes a long time for the retail price 
to adjust itself to the wholesale price when it falls. 

Against the mills, the FFC has three points to make (i) The 
quality of yarn is inferior, and may be wrongly labelled, misleading the 
prospective buyer. (2) The mills’ unwillingness to interfere with the 
business of their agents, and the consequent absence of positive willing¬ 
ness to do direct business with weavers or their societies. (3) Mills 
are aided, owing to the advantages of distance and the saving in freight 
charges, by an approximation to regional monopoly for particular mills. 
Where the question is of common interest, “ it is not at all difficult for 
mills to come to some sort of tacit agreement as a matter of trade practice 
regarding bulk sales ”. 

Stressing the importance of yarn costs," the FFC declares that the 
availability of cheap and plentiful yarn is a primary condition of the 
success of the handloom industry. But this essential condition is not 
fulfilled due to all the reasons cited above, and ‘ so long as the weaver 
continues to buy in the dearest (yarn) market, and sell in the cheapest 
(cloth) market, it is impossible to imagine that he is likely to make a 
decent living out of his work 

All these are an imposing array of statements. The FFC has 
often thought it fit that we inculcate faith in the infallibility of their 
judgments, rather than appreciate arguments, or judge the factual basis 
thereof. With this unavoidable gap, we may proceed to a discussion of 
their position. 

14. /Old., p. 86 el seq., the Chapter on the Supply of Raw Material. 

J5. Ibid. 

16. Ibid. 

17. Ibid, 
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After making the point that the proportion of ‘ independent ’ 
weavers is as low as 20-30%, the FFC has lost track of this fact in the 
rest of their discussions. They base all their arguments about the hand- 
loom industry in parentheses to the latter, quietly ignoring the fact that 
as a direct consequence, the bulk of the yarn consumed by commercial 
handlooms cannot be subject to most of the influences—ignorance, 
poverty and helplessness—they suggested as being derogatory to the 
handloom weaver. This broad limitation circumscribes the utility of 
their analysis. We, therefore, propose to deal with their contentions on 
that basis alone. 

The geographical and locational dispersion of handloom weaving 
is an universally accepted fact. The consumption of yarn by each hand¬ 
loom is very small, and not infrequently, highly diversified in quali¬ 
tative requirements. Remarkable seasonality of intensity of operation 
is also universal, in consonance with the pattern of consumer demand. 
On the other hand, the production of yarn is concentrated in a few 
hundred units, these further displaying remarkable locational concentra¬ 
tion. The rate of yarn production inside mills is, naturally enough, 
more uniform, and has no equally marked seasonality of production ups 
and downs to conform with the final consumer (weaver’s) demand for 
yarn. 

The central problem in the marketing of yarn for handlooms in 
normal times is the balancing of these diverse structural tendencies. 
Steadily mass-produced uniform qualities of yarn have to be moved at 
rates varying according to seasonal phases of demand, in the minutest 
quantities, possibly diversified further in terms of quality, to lakhs of 
handloom weavers, spread out over vast geographical areas. At almost 
every stage in the marketing of yarn, therefore, a ‘ middleman ’ function 
is present, which leads to a multiplicity of middlemen, especially towards 
the final steps in marketing, where turnover is limited, more or less, by 
the number and types of looms in a village, few villages, or centres. 
Problems of financing arise likewise, at every stage. 

Whether this functional multiplicity has degenerated into an arbi¬ 
trary, further proliferation is a question to be settled exclusively by refer¬ 
ence to facts, which the FFC has failed to provide, even after three 
years of labour. The FFC has singularly failed to appreciate the former, 
and has failed to ask of itself the question whether multiplicity of 
middlemen necessarily leads to a pyramiding of prices that may be 

18. The FFC’s fond use of ‘ Pyramidical * meaning the same as an extortionate, 
unjust structure of selling organisation, and therefore, of prices (pp. 88-9) is 
likely to be justifiable in only one eventuality. The presence of (i) too many 
middlemen (ii) 77 iay lead to such (iii) loxv returns to them individually, and 
lead to (iv) xvidrspread demoralisation of trading standards, and honesty. 
The limitations numbered out in the preceding sentence underscore the points 
that need to be proved, or arc uncertain in character. 
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regarded as objectionable. Since there cannot be any process of mar¬ 
keting which does not involve pyramiding of prices, valid objections 
can be taken only against the unreasonableness of rewards in relation to 
services performed. 

In judging this functional multiplicity, we also need to appreciate 
the historical circumstances attendant on its growth. Dejrending on 
yarn spun by hand (and, therefore, probably concentrated in cotton¬ 
growing regions), produced on a small scale and essentially locally, and 
catering to a small regional market, the handloom industry of the pre- 
1850 years*'" was geared to a highly stable competitive pattern. The 
hand-spinning industry, in the wake of the growth of railways in India,*’" 
yielded place to machine-spun yarn. The same factor that brought to 
the handlooms extensive and cheap sources of yarn, also broadened out 
the local markets into wider markets, of which the handicraftsman had 
no direct knowledge. The linking of markets of cloth, and the loca¬ 
tional concentration of yarn supply gradually brought into existence a 
group of middlemen functions, and newer organisational methods to 
the production of handloom fabrics. This transformation took place in 
a period of Indian economic history, when individual initiative and non- 
institutional, personal finance were the only supports available for trade 
and industrial expansion. Under this orientation, aided by many other 
factors, the production of handloom fabrics from mill-made yarn 
expanded remarkably upto 1914 and markets for commercial handloom 
fabrics were no longer primarily local.This new organisational 
approach in the affairs of the handloom industry has been pitted in the 
twentieth century, especially after the end of the post-war (first) boom, 
against materially different competitive conditions. The tussle for the 
Indian fabric markets was keener and more rigourously competitive 
during that period, while a general and continuing decline in cotton 
prices undermined all stability about the price levels of yarn and piece- 
goods. A slow but superior level of labour deployment was achieved, 
and as the mill industry spread out to lower wage cost areas, which 
were in a better position to enforce wage reductions than were mills 
in Bombay or Ahmcdabad, the competition between mills and hand- 
looms touched on a vastly increased number of points of contact than 
was the case formerly. Changing patterns of consumer preference 

19. As early as 1853, the iinporls of British yarn into India had reached 148 m. lbs. 
and went on rising steadily upto 1881, to 251 m. lbs. Figures trom Commerce 
and Industry, 1919, Statistical Tables, by W. Page. 

20. Ibid., p. 176 ; in 1870, India had 4,775 miles of railway; in 1875, 6,519 miles ; 

in 1880, 9,308 miles ; in 1885, 12,368 miles ; in 1890, 16,345 miles ; in 1895, 
19,408 miles ; and in iQtx), 24,752 miles. By 1914, had been 

built altogether. 

21. N. M. Joshi, in his Urban Handicrafts of the Bombay Deccan, 1936, argues along 
broadly similar lines, although not in the same context. 
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favoured mills against handlooms. This vastly altered competitive 
pattern was met partly by the adoption of the fly-shuttle handloom, 
partly by other technical changes. But the most universal method of 
meeting competition was the reduction in labour costs by reducing 
weaving wages. 

Against this increasingly unfavourable background, the middeman 
in the handloom industry should be viewed. At least some of the points 
made above were stressed by the FFC from the point of view of the 
handloom weaver, but they did not make an attempt to understand the 
strain on the middleman during such a period and only substituted for 
it verbal, sentimental polemics. Writing under the shadow of the short¬ 
age in yarn supplies in 1941, the FFC were not unsurprisingly con¬ 
cerned about the speculative disruption of the yarn market, but there 
does not appear to be any support for assuming that upto 1939, specu¬ 
lative influences had any influence of the type suggested by the FFC. 
Almost until 1940, there was a veritable crisis in the yarn and cloth 
markets owing to the accumulation of stocks, exerting continuous, down¬ 
ward pressure on prices, and one fails to comprehend how the FFC can 
have regarded the speculative influences as very important. 

The argument of the FFC that forward contracts with mills enabled 
the contractors to even undersell mills at other times is open to two 
criticisms. One wonders, in the light of what we consider as the central 
problem in the marketing of mill yarn to handlooms, how this could 
be regarded as objectionable from the point of view of the handloom 
weavers. The FFC did not appreciate that forward contracts are not 
speculative contracts, but afford to the mills indication of production 
requirements, a few months in advance of actual production, and of 
the probable revenue from sales. 

Another major contention made by the FFC in relation to the 
intermediaries in the yarn trade is that upward price rises at the whole¬ 
sale and retail levels synchronise more quickly, whereas downward 
adjustments at the wholesale level are reflected only after considerable 
time at the retail level. The FFC does not cite the arguments or the 
data that led it to this conclusion, and the matter ends there. 

The FFC has one more grouse against yarn dealers. According 
to them, there is “ a scandal of such high profit-making on a raw material 
at the expense of a helpless class of people The FFC supplies in 
support, figures some of which we reproduce below : 

2si. Ibid., p. 96. 
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Price of Grey Yarn (Madura Mills, 4()s Grey) in June 1941 
(For a Bundle of 10 lbs.) 




Rs. 

a. 

P- 

1. 

Wholesale Price at Calcutta on 26th May 1941 

8 

13 

0 

2. 

Local Mahajaus (including freight) at Palaiiganj 

9 

13 

0 

3. 

For local Paikars buying from the Mahajans at: 





Palanganj 

9 

15 

0 


Jayapara 

i 9 

4 

0 


Agra 

' 9 

6 

0 


Balamatachar 

1 9 

10 

0 

4. 

Retail Selling Price of Paikars at: 

! 




Jayapara 

1 9 

14 

0 


Agra 

! 9 

10 

0 


Source: FFC Repor(, p. 95, Tabic XXXV'. 

The only intrinsic information gathered from the above table is 
that tlie Paikar at Jayapara makes a gross profit of 10 annas per 10 lbs. 
of grey yarn, whereas the one at Agra makes a gross profit of 4 annas. 
Since the latter was no philanthropist, one would have liked the FFC 
to account for the difference. One also wonders how the FFC managed 
to regard the total difference between the purchase and the sale price 
as equivalent to profit, which is only a residual after deducting the 
various expenses incurred by the dealer in question. All the other 
figures supplied by the FFC fail to throw any material light on trading 
margins on the net basis, and suffer from the same drawbacks as apply 
to the figures submitted above. 

In fine, the FFC has not merely been unable to conclusively prove 
the charge of profiteering, but has failed in even putting up a reasonable 
prima facie case to that effect. 

The FFC’s stand in relation to mills as suppliers of yarn may be 
now subjected to analysis. 

The charge that the quality of tlie yarn supplied to handioom 
weavers is inferior to the yarn consumed inside their own weaving 
sheds (altliough this can apply only to composite mills), is substantially 
correct. Acceptance of this fact at least partly recognises the fact that 
as slower movements on the handioom place less strain on the yarn 
during weaving than is the use in mechanical weaving, it can advanta¬ 
geously use slightly inferior yarn. There is no reason for assuming that 
selling such yarns involves the handlooms into any disadvantage of price 
or quaUty. 

The comments made by the FFC on the practices of false or mis¬ 
leading labelling and shortness of length, etc., are well supported by 
facts although it should be clear that the existence of market leaders 

as. Ibid., pp. 96-7. 
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whose quaJities of yarn had a premium over otliers, and the general 
weavers' tendency towards establishing price differentials in favour of 
preferred brands of yarn prevented these defects from being universal. 
It is willingly granted even by the FFC that these malpractices are not 
rampant throughout the industry in Indla.^"* 

The second contention of the FFC, suggesting mills’ unwillingness 
to deal with weavers or co-operative societies, is probably not intended 
so much as condemnation, as a reflection on their conservatism. 

The third suggestion of the FFC is that regional influence of a 
quasi-monopolistic character is possessed by mills, and that it would 
facilitate some sort of a tacit agreement amongst them as to the practice 
of making bulk sales. The first part of the assertion is an over-simpli¬ 
fication of the price and market leadership elements available to a few 
mills, and the latter part is more a prognostication in possibilities, rather 
than an act of fact-finding. 

The FFC’s findings on certain other organisational aspects of the 
handloom industry, and their opinions on the capacity of the handlooms 
to survive, are primarily based on a radier biased reading of economic 
facts, as shown in the first stages of our examination of their views. 
The inadequacy of the factual base demonstrated, detailed criticism on 
the lines hitherto adopted is not necessary. Moreover, the wider re¬ 
appraisal we seek to make of the handloom industry involves the esta¬ 
blishment of certain fundamental propositions, often factual in character, 
and these necessarily imply a consideration of the FFC’s views, at that 
stage. 

B. A RESTATEMENT OF THE POSITION OF HANDLOOMS 

Economics of Technique.—^A handloom differs from a mechanical 
or a powerloom in its exclusive reliance on manual energy for the pur¬ 
pose of securing every motion involved in the weaving of cloth. Synchro¬ 
nisation of the various motions in their proper sequence usually involves 
a stoppage of one or the other of them, so that weaving operations on 
a handloom have lesser continuity than is feasible on a powerloom. 
The regularity of motions so essential if the final product is not to 

f jrcsent an uneven appearance is more difficult (and, therefore, takes 
onger time to acquire as a habit), to maintain on a handloom. The 
slower pace of normal human motions and the stoppages involved lead 
to the handloom producing cloth at a very slow pace. The speed of 
production is faster for plain cloths than for more complicated fabrics. 
The speed of production is slower for fine count cloth, than for medium 
count fabrics, and the latter may be produced only at a slower speed 

14. Ibid., p. 100. 
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than coarse count fabrics. This is so because production of cloth is 
the interspersing of wefts into alternate sheds of warps, and the number 
of such interspersions (or picks, as they are called by technicians) is 
fewer when fabrics are made from the thicker or coarser count fabrics, 
and greater when cloth is made from the finer (thinner) counts of 
yarn.*“ 

Two main types of handlooms have been in use in India—the 
throw-shuttle and the fly-shuttle. In the former, which was almost 
the only type of loom adopted before 1900, the picking motion involves 
a throwing of the shuttle containing a pirn of weft yarn by hand, 
which meant that for cloths other than those of small widths, two per¬ 
sons would have to throw the shuttle to and fro. In the fly-shuttle 
loom, which is finding wider acceptance since the first decade of this 
century, the throwing of the shutde is done by means of a string arrange¬ 
ment which enables the shuttle (which is wheeled, in addition) to be 
banged by pickers at either end of the shed of warps. The fly-shu*tle 
enables, therefore, weaving of wider width cloths by one man, as well 
as quicker weaving of fabrics. Estimates of speeds possible on each 
type of loom vary, but the following figures of A. F. Barker are 
probably as good as any other, and also indicate how even more primi¬ 
tive looms than the throw-shuttle compare with the more modern hand- 
looms : 


Portable loom 
Throw-shuttle loom 
Fly-shuttle loom 


Speed in Picks per Minute 


10 to 20 
40 
80 


A very simple juxtaposition of the above figures against the remarks 
on picks per inch in a fabric, depending upon whether it is coarse, 
medium or fine, enables us to appreciate the greater resultant final pro¬ 
duction when employing a fly-shuttle on coarse goods, than when it is 
employed on fine goods. The arithmetic of a simple illustration would 
clarify matters. If fabric A has 20 wefts or picks per inch, and fabric 
B has 80 picks per inch, a fly-shuttle weaver with a speed of 80 picks 
per minute would weave 4 inches of fabric A, and only i inch of fabric 
B in a minute. According to Amalsad,” the outturn would be 100% 
greater for coarse counts, 50% for medium counts, and 25% for fine 
fabrics. 

ar,. This applies, of course, ecpially to powerlooms. 

ai). A Report on the Cottagre Textile Industries of Kashmir, p. 87. 

ay. Handioom Weaving in the Madras Presidency, p. *5. 
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A further remark may be made with regard to speed of outturn. 
It varies inversely with an increase in the width of the cloth/" because 
the shutde which intersperses the weft between the warps has a greater 
distance to travel when the wid;h of the cloth is longer. Applying the 
simple rules of arithmetic should make this very clear. If two fabrics 
A and B have 20 picks per inch, but A is 40" wide and B is 20" w'ide 
the shuttle will have to travel in the course of weaving i inch of fabric 
A (80 X 40) inches, and (20 x 20) inches in the case of fabric B. The 
shuttle when traversing at a uniform speed mu.st therefore take double 
the time for weaving a given length of fabric A as compared to fabric B. 

In other words, apart from the skill of the weaver and the quality 
of the yarn, weaving outturn of cloth is a function of the complexity of 
construction, the fineness of the yarn, and the width of the cloth. 

The degree of fineness of yarn is important from another point 
of view. A pound of yarn of count is is not the same in length as 
I lb. of count 2s. IS weigh only 840 yards"" in a lb., 2 s weigh 
(840 X 2) yards, and loos weigh (840 x 100) yards. We take up 
extremes—is and loos—for a clear presentation of the difference, as 
judged by requirements of yarn in fabrics, in terms of the lengths of 
the warp and the weft yarns. 

Fabric A ; 100b warp; 80 warps per inch; and 

lOOs weft; 60 wefts or picks per inch. 

Fabric 6 : Is warp ; 20 warps per inch; 

Is weft; 20 wefts per inch ; 

Width 40"' is the same in both cases; shrinkage of yarn to be ignored; and length 
of fabric, 1 yard. 

For Fabric A will be needed : 
as warp: (80 x 36) x (40)' = 1,15,200' = 3,200 yards, 

as weft : (60 x 40) X (36)' = 86,000' = 2,400 yards. 

For Fabric B will be needed : 
as warp; (20 x 36) x (40)' = 28,800' = 800 yards, 

as weft : (20 x 40) x (36)'= 28,800'= 800 yards. 

5,600 yards/84,000 yards then represents the weight in pounds 
of yarn in a yard of fabric A, and 1,600/840 yards the corresponding 
figure for fabric B. In other words, one lb. of yarn of loos would 
yield, for the particulars of our construction, 15 yards of fabric A and 
one lb. of is only .525 yards. 

a8. This also applies to powerlooms. 

29 . J. E. Holme, A Handbook of Cotton Spinning, 1901 , p. 35 et seq. 
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Yarn Suppliw. This relationship, based on the merest rudiments 
of textile technology is vital for the purpose of appreciating many of 
the changes in the yarn situation. It should also'be clear from tkse 

to pomAagt of VMO wkn wd as an aggregative measure resulting 
from add,rrg up of tire wcghls of various counts of varn mav Ww Wttk 
stgnincance, umess some indication is given of the composition of the 
'According to counts. In ot\\er words, our estimates ot the 
situation have but little conclusive significance, unless 
we are in a position to arrive at a more or less satisfactory category-wise 
break-up of the total supply. The FFC put in such an estimate for 
the year 1941, which yielded the following results : 



— 

! Yarn oonsumed 

1 b 3 r handlooms 

Percentage of 
Total 

Is to 

10 a 

1 

...| 72 

20 

lls to 

208 

...i 124 

34 

21 b to 

30s 

70 

20 

318 to 

408 

.... 51 

15 

Above 

408 

...| 43 

12 



359 m. lbs. 

I i 

100 

i 


Soinrr: Adapied from (he PFC Report, p. iiji. 


It is impossible to be precise, but on the assumption that the modal 
ranges of total mill production set the maxima for yarn supplied to 
handlooms in a given range of counts, we may regard 6s as the average 
count in I to I os ; 14s as the average count in ns to 20s ; 24s as the 
average count in 21s to 30s ; and 45s as the average count in the range 
of counts above 40s. This yields the figure of 21s as the average count 
of yarn consumed by handlooms. In view of the unreliability of the 
basic FFC estimates, however, it may be safer to regard the figure as 
a range, say from 20s to 24s. 


In the earliest phase of our analysis, namely from the triennium 
1896-7 to 1898-9 onwards upto 1914, probably a higher average count 
of yarn was utilised than was the case before that triennium, and 
the improvement cojitinued, as a very slow process in consonance with, 
and sharing to a smaller extent the general upward tendency in average 
count for mill production of yarn as a whole. 

During the last few years there has been a marked decline in the 
yarn of higher counts offered to handlooms by the mill industry. Taken 
together with the greatly reduced importance of imports as the source 
of higher counts of yarn, the result is that the average count of yarn 
offered to handlooms is now lower than the range, 20s to 24s, obtaining 
in 1941. In the six months ending June 1951, the average monthly 
deliveries of yarn were as follows ; 
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— 

Yarn Deliveries, 
(Binaies) to the 
Non>mill Sector 

Assumed Average 
Count in Each 
Kauge 

Upto 68 



1.08 million lbs. 

38 

6b to lOs 


... 

1.09 

Bs 

lOs to 208 

• • • 

... 

6.92 

158 

20s to 408 

•.. 

... 

6.83 

308 

Over 408 

... 

... 

1.39 

45b 




17.33 



Source: Yarn figures collated from Gandhi, M. P., The Ilandloom Weaving 
Industry, i950-5t Annual, p. 78. 


The average count for the entire non-mill sector approximately 
works out to 16s, and in view of the small imports from abroad the 
average for handlooms is not likely to materially exceed this figure. An 
indirect proof and check is available pointing in the same direction. 
According to the Census of Manufactures, 1948, mills sold and delivered 
in that year 351 million lbs. of yarn, the sales realising less than Rs. 63 
crores. This gives us an average price of Rs. 17-14-0 per bundle of 
10 lbs. for all yarn (singles as well as doubled) which is approximately 
the price as given in the Textile Commissioner’s priceschedule as the 
price for 17s (singles as well as doubled). 

In the light of this lowering of the average count of yarn supply 
from its pre-war position, our preceding statement of the relationship 
between counts of yarn utilised and the yardage of cloth production 
becomes more significant. The result is a greater fall in cloth produc¬ 
tion by handlooms than is conveyed by the decline in yarn supply, of 
which the details are worked out below : 







1 . 

Yam produced by mills 

1,440 m. lbs. 

1,359 

1,174 

2 . 

Yarn consumed in weaving cloth by 
mills 

1,037 


970 

873 

3. 

Yarn delivered for Govt, purposes 

1 


3 

2 

4. 

Mill yarn delivered for export 

7 


41 

87 

5. 

(1-2—3-4) 

396 


346 

213 

6 . 

Imoorts of cotton yam 

10 


21 

3 

7. 

Yarn available for the non-mill sector 
[i.e. (5) + (6)] ... 

406 


367 

216 


Source: Gandhi, M. P., loc. dt., p. 78. 


30. Government of India, Manual of Control Orders, p. 611. 
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What proportion of the ‘ free ’ yarn is available to handlooms ? 
The blanket figure of 76% suggested by Prof. M. P. Gandhiis, of 
course, not acceptable in view of the importance of other users and 
uses of yarn. The estimates of these are supplied below, with remarks 
about source of information or the basis of estimation placed in paren¬ 
theses and relate to 1948, for which the Census of Manufactures is 
available. 


1. Hosiery Manu- 30-35 m. lbs. 
faoture 


2. Powerloom 40-45 na. lbs. 

Consumption 


3. 

Tapes and 

Niwars 

1 m. lbs. 

4. 

Cotton Banding 

2-3 m. lbs. 

5. 

Cotton Belting 

1-2 m. lbs. 

6. 

Fire Hose 

1 m. lbs. 

7. 

Tyre Cord 

Fabric 

5-6 m. lbs. 

8 . 

Fishing Nets 

5-6 m. lbs. 

9. 

Sewing and 
Other Threads 

8-9 m. lbs. 

10. 

Jute Mills* 
Consumption 

3-4 m. lbs. 

11. 

Electric Motors 

1-2 m. lbs. 


Industry, and 
the Insulated 



Wires Industry 


12. 

Miscellaneous 

5-10 m. lbs. 


102-124 m. lbs. 


10 m. lbs. were produced inside bif;| 2 ;er factories 
{vide Monihlv Statistics of Spg & Weaving); The 
FFC (page 272) put the aggregate production at 
three times of the former figure. We have also 
further raised the estimate by making a margin 
for waste in the process, which amounts to 20% 
or so. 

Nearly 33 m. lbs. were consumed by the bigger 
powerloom factories in 1947 and mills according 
to the Census of Manufactures. We add conser* 
vatively 7 to 12 m. lbs. to the former for making 
up the gap in territorial coverage and the smaller 
factories not covered by the Census. 

The Census figures adjusted upwards by 40%. 

Mill consumption of purchases, plus sale by mills, 
plus consumption of bandings made by the mills 
themselves. 

Based on Tariff Board data. 

On the assumption that 70,000 spindles engaged 
in this type of work according to our information, 
produce about the same proportion of yarn as 
the total spindieage in the country. 

FFC figures adjusted upwards by 25-40% to 
account for the greater fish trade. 

Census figures (7 m. lbs.) adjusted upwards to 
account for deficiency in regional coverage, and 
smaller, separate doubling plants. 

2 million lbs. of singles yam plus yam used in 
cotton bagging cloth. 

No factual basis. 


No factual basis. 


We now set off these figures against the yarn made available in 
the ‘ free ’ sector as calculated above, i.e. as a residual quantity, ignoring 


31. 1*. 77- 
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1948 as well as 

1949 : 




* Free ’ yam 

Eatimated Non-handloom 
Consumption of *Free’ 
Yarn 

Yarn Available to 
Handlooms 

1948 

406 m. lbs. 

102-124 m. lbs. a year. 


1949 

367 „ 

approximately. 


1950 

216 



Total 

989 



Annual Average 

330 

102-124 m. Ib 8 . 

206-228 m lbs. 

1936-39 Average 

336 

70 m. Ibfi. 

266 m. lbs. 


The decline in yarn consumption, viewed together with the decline 
in the average count of yarn, has obviously led to a more than propor¬ 
tionate fall in the production of handloom cloth, which is brought out 
below : 


Yarn oonnumed by 
handlooms 

1936-39 I 266 m. lbs. 

1948-50 I 206-228 m. Ibfl. 


Ratio of conversion of I 
yam into oloth j 


1 lb. of yarn = 3S 4 y^g ! 
of cloth. I 

1 lb of yam = 3.5 yds. 
of cloth. 


Estimated | 

average iCloth production 
count I 

218 1,064 m. yds. 

168 721-798 m. yds. 


The tentative nature of our conclusions, and the impossibility of 
arriving at statistically precise correlations may not be over-emphasized. 
But the generality of background provided therein should enable a better 
understanding both of the structure of the yarn market and of other 
aspects of the handloom industry with which we now set out to deal. 

Extent: Scope and Employment.—Handloom weaving, in the 
earliest stages, was probably concentrated in regions where the growth 
of raw cotton facilitated hand-spinning. The growth in the use of mill- 
spun yarn in the handloom industry has freed handlooms from the 

32 . Mill stocks of yarn in the end of 1947 were 48 in. lbs.; by September 1048 
they had risen to loi in. lbs.; and it was only in May 1950 that the 1947 ^^vel 
of stocks was touched again. By averaging out the * free ’ yarn supplies for 
three years we smooth out the influence of such a stock movement, and it 
also is in greater consonance with the fact that the consumption of these 
excessive stocks was spread in actuality over a longer period than a year. 

33 . The FFC employed a ratio of 1 lb. of yarn = 4 lbs. upto 1930-31 ; and, while 
using the former for later years also suggested another slightly higher ratio 
(pp. 289 - 90 ). If our assumption of the average count ( 21 s) is correct, there is 
no justification at all for raising the yardage. And actually, there might also 
be a case for a small reduction. 
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necessity of being regionally dispersed in a pattern more or less coin¬ 
cident with the spinning industry, although without adopting a level 
of regional concentration on a par with the mill industry. The hand- 
looms are to be found widely dispersed, although many centres of 
intense concentration do exist.® ' 

That the existence of these centres makes commercial liandloom 
weaving a largely urban industry was the most important contribution 
made by the FFC®° to the general understanding of the industry. 

The existence of centres of this type also coincides with a 
tendency towards specialisation on a centre-wise basis on a few major 
types of cloth. By bringing together a large number of weavers or 
weaving factories, these centres probably render possible the large-scale 
use of better and more specialised preparatory treatment of yarns.®' 
The possibilities of establishing a reputation for the products, on the basis 
of town or area of manufacture, are obviously greater in this case. It 
is also not unlikely that the imitative spread of improvements or inno¬ 
vations can be easier and faster in the industry concentrated in a centre 
rather than spread out over numerous villages. A closer identity of 
the wage or commission basis offered to weavers in a centre is also a 
natural consequence, although no approximation to standardised wage 
rates is to be expected. 

The handloom weavers are increasingly coming under larger units 
of operation. The growth of karkhanas, dating back to only 1880 or 
thereabouts, has now become a major facet of the structure of the hand- 
loom industry. It is not safe to generalise, but the following results 
relating to Sholapur are suggestive of the implications : 


Karkhanas 

Average No. of labourers 
per loom 

Value of yearly production 
per loom 



Rs. 

1- 6 looms 

1.99 

‘ 408 

7-80 looms 

' 192 

! 531 

All looms 

; 1.94 

1 

497 


Source: Kakadc R. G., A Socio-Economic Survey of TV\?aving Communilies in 
Sholapur, 1947, pp. 47 and 57. 

34. Dr. Venkatraman arrives at an interesting classification of the districts of 
Madras Presidency according to tlieir having a certain number of weavers out 
of 1,000 male principal earners. In 3 districts, in 1931, he finds more than 
40 weavers ; in 8 others between 30 and 40 weavers ; in another 4 districts, 
between 20 and 30 w'cavers ; and, in the rest of the districts, less than 20. 

35. Report, pp. 65-68. 

36. Ibid., p. 66. 

37. Amalsad regarded preparation costs as the main handicap of the handloom 
weaver. He approvingly quotes T. M. Clarke, Textile Expert to the Govem- 
iiient of Bihar and Orissa, to say that 16 handloom weavers can equal the out- 
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The existence of larger units (having in extreme cases as many as 
600 looms in South India is not at all unusual),** taken together 
with the rapid growth of the co-operative movement must be regarded 
as one of the more important structural changes—on a par with the 
introduction of the fly-shuttle loom—which has come over the hand- 
loom industry, although manifesting itself in a number of different ways. 
In other words, the handloom industry is now harnessing superior orga¬ 
nisational and managemental skill, and is in a better position to achieve 
the more elementary economies of a larger scale of technical operation, 
and of marketing. 

The broad pattern of the regional dispersion of handlooms, span¬ 
ning the years 1921 to 1951, is submitted below, and in judging the 
aggregative approximations these underlying currents may not be 
lightly ignored, and the important difference between commercial and 
non-commercial weaving may be kept in mind. 


Regional Distribution of Handlooms (OOO’s) 



1921 

(Census) 

1932 (Tariff 
Board) 

1940 FFC 

1950* * * § (Govt, 
of India) 

Assam § 

421 

425 

421 

480 

Bengal 

214 

200 

142 

97tt 

Bihar 

124 . 

150 

103 

196t 

Bombay 

Baroda 


no 

127 

161t 

C.P. A Berar 

• • • * • 

1 100 

79 

lost 

Madras 

169- 

225 

340 

841tt 

Orissa 

41 

» • • 

48 1 

i 130 

Punjab 

270 

140 

284 

1 46 

United Provinces 

• « • 

1 75 

244 

j 253 

Travanoore-Cochin ... ! 

• • • 

1 

22 ! 

! 80+t 

Hyderabad ... 

115 

140 

115 

j 200tt 

Mysore 


... i 

50 

! 35 

Rajputana 

1 .. 

... 

90 

1 

Total ... 

1.458 

1,806 

1 

2,193 

2,861 


* Active Handloom.'i. 

t More than ‘^0% liy shullle looms in 1940 (FFC). 

J More than (k)% lly shuttle (FFC). 

§ Mainly non-commercial handlooms. 

put of 1 two-loom weaver on poweilooms, but 259 persons working manually 
w'ould be required to do the work of 1 person in the mechanical preparatory 
processes. Since that was w’rittcn (1919) some progress has been made in the 
handloom section: specialisation instead of the weaver doing all the jobs, 
belter sizing machines, and better utilisation of preparatory equipment in the 
bigger karkhavas. But in the mill sector the progress of high-speed warping 
an<l winding, and the introduction of super-speed Barber Colman Machinery, 
has almost dramatically shifted the balance in favour of mills, i.e. generally 
powerlooms. The first commercial karkhanas were probably put up at this 
time ; the non-comm<Tcial factories started by Christian Missionaries date back 
to 1^4-^. 

38. In 10 South Indian districts the Court of Inquiry on Labour Conditions in 
Handloom Weaving (i94«j) found 1,404 factoric^s having 22,am looms, an 
average of i(] looms per factory ; taking a wider view of the position, the Court 
of Inquiry found 15% * coolie ’ weavers, as it called them, in 1947 as against 
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O f comparisons is vitiated by tbe generai vm- 

rdiable nature of the information tabled above, and by the political 
changes affecting tbe identity of territorial coverage. But some conclu¬ 
sions appear warranted. Firstly, that productive technique displays 
tremendous variation from region to region, when judged in terms of 
the proportion of fly-shuttle to throw-shuttle looms. Secondly, the very 
rapid rate at which the industry can increase its capital equipment, in 
a period of a seller’s market as has happened in Madras, Hyderabad, 
Orissa and Bihar. The industry in the last two areas, encouraged, and 
aided by the State, probably indicates the possibility of increased com¬ 
petition in the handloom industry in the future, especially so because 
the wage levels are rising in Madras, backed by State sanction and 
action, and stand at a higher level than is the case in Bihar and Orissa. 
Although it is possible that not all of the active looms may be regarded 
as actually engaged in weaving, the ease of new entry into the field, 
probably at the expense of the caste basis of hereditary occupation, is 
remarkable. Thirdly, that handlooms are now an occupation for a 
substantially greater number of persons than was the case in 1940. 


There is no reason to believe that these expansive tendencies operate 
in materially the same direction for each district in a given political 
division. We submit below an analysis of 10 districts of Bombay Pro¬ 
vince comparing 1940 with figures for 1946, clearly bringing out the 
disparate degree of influence of the general trend. 


The districts in Bombay Province are divided according to whether 
the number of handlooms in 1946 exceeds the figure for 1941 (Bombay 
City and Bombay Suburban District were not covered by the FFC in 
1941, and are, therefore, excluded). 


8ub8taoUa]]y higher 
number of handlooms 


I Substantially | Substantially 
the same number, lower number 
! of handlooms i of handlooms 


No. of DiRtricts 

! 1 

1 

1 

(19) 

I ® 1 ^ 

i 9 

Distriots which recorded 

(1) Ahmedabad Bijapur 

Surat 

the tendency 

(2) Thana 

Ahmednagar 


(3) EaHt Khandesh 

Poona 


(4) West Khandesh j 1 

Belgaum 


(5) Sholapur j j 

Dharwar 


Sources: Based on {a) the FF(> Report. 

(h) Statistical Allas of Bombay State, Provincial Part. 


in 1941. (Pp. 7-8.) See also Urban handicrafts in the Bombay Deccan by 
N. M. Joshi, pp. 100-01, and the FFC Report, pp. 70-1. Tbe general sMiipatliy 
for the plight of handlcwm weavers has led most investigators into ignoring the 
importance of a structural change of this kind. Dr. Kakade*s work is an ex- 
ceplion to this, however. 







108 THE INDIAN COTTON TEXTILE INDUSTRY: AN ECONOMIC ANALYSIS 

In Other words, irrespective of the fact of an overall expansion or 
otherwise, a continual process of comjjetitivc realignments is fundamental 
in an appreciation of the position of the handloom industry. 

It is almost imjiossible to guess what proportion of these handlooms 
arc now using artificial silk yarn, or otlier yarns, whether exclusively or 
in combination widi cotton yarn. But it is unlikely, in view of the 
tremendous growth of the powerloom artificial silk industry and its 
use inside mills, that the proportion now substantially exceeds the 1931 
ratio of 8-1 o'i’/ of the total number of workers engaged in hand-weaving. 

The population living by working on handlooms is not easy to 
estimate in view of the recent growth in the number of handlooms and 
the uncertain character of the proportionate increase in the handloom 
weaving time. It is, however, probable that the Fact-Finding Com¬ 
mittee’s estimates of each active loom having one full-time weaver and 
I y' 2 . part-time assistants attached thereto exaggerate the reliance, in 1940, 
on handlooms as an occupation. Their simple multiplication of 20 lakh 
active looms by (i-fi^i) is wrong even arithmetically. The services 
of a part-time assistant arc availaolc, certainly when he is a hired 
labourer, to other weavers, and i ^2 part-time assistants per loom would 
add up to a materially lower figure of assistants per loom. In Sholapur, 
according to Dr. Ktikade’s figures quoted earlier, the smallest factories 
(upto 6 looms) had 1.99 labourers per loom, whereas factories posses¬ 
sing more than 6 looms have 1.92 and the average is 1.94 workers per 
loom. Since a substantial number of handlooms (as is the case with 
nearly 80% of the looms situated in Assam) is being worked on a 
non-commercial basis, no paid non-family labour being employetl and 
many of the preparatory processes are still performed by weavers in 
some regions, at any rate, even a lower ratio than 1.94 is not impossible. 
The FFC, we conclude, was not justified in asserting that at least five 
million workers were required to work two million active handlooms. 
The number of workers (2.72 m.) recorded by the census of 1931, is 
certainly a minima ; and the approximate figure is not determinate in 
the present state of information, beyond suggesting that 4 million 
workers, on the basis of two workers per loom, was probably the maxima 
then. 

The strong influence of the caste structure, and the presence of 
family labour in substantial numbers lead us to surmise that an equal 
number of people comprised the rest of the handloom workers’ families, 
which means that, all told, 8 million people were dependent upon 
handlooms in 1940, at the outside. 

Cloth Production Patterns : Marketing Methods.—The cloth pro¬ 
duction patterns of handlooms may now be summarised.” 

.•ji). For statistical aggregates of haiidlooin rloth production sec Table 11; Cloth 
Suppliers, Chapter V'. 
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{}) TW \)u\k ot tW doth production on Viandiooms, in terms ot 
aud to a losstr trcttnt, \tv tetTos oV \duc, compnses ol p\am, 
coarse fabrics, woven and sold in grey, or in a few colours, as is evident 
from the low average count of yarn utilised. This cannot be otlicrwisc 
for the simple reason that most handloom weavers cater to comparatively 
limited local markets, and do not have or need higher levels of skill. 
The ease with which the rudiments of plain weaving can be acquired 
is as remarkable as the complicated process of jacquard or ‘ dobby ’ 
weaving on more shafts is difficult to acquire, and in the present condi¬ 
tion of the handloom industry, imparted only slowly, and through trial 
and error methods. 

(2) A sizeable proportion of the handlooms (not exceeding 20%) 
is engaged on the weaving of plain fabrics from very high counts of yarn, 
and on more complicatecl fabrics of all kinds. It is not surprising, in 
view of the more varied and exacting requirements of materials when 
working on higher counts or complicated fabrics, that many of the 
bigger urban centres are known widely for these more or less specialized 
types of fabrics. 

(3) The cloth production of handlooms, because of the primitive 
unstandardised character of the equipment, the ignorance and illiteracy 
of the weaver, and the difficulty in ensuring a mechanical pattern of 
uniformity by manual processes, lacks uniformity in texture, and suffers 
from inexactness regarding dimensions. 

(4) The ununiform and very small pieces of fabrics that emerge 
from handlooms are not as suitable for finishing processes as are mill 
fabrics, and only with greater difficulty may comparable attractiveness of 
finish be imparted to them. Handlooms produce nearly all the cloths that 
mills produce, but for each variety they possibly produce a smaller quan¬ 
tity than would be the case with mills. This feature may be as much 
an advantage as a disadvantage. It could permit greater and speedier 
attunement with vagaries of demand, and if and so long as they exist, 
comparatively small demands which may not be good business for mills 
could be met. 

(5) There is, historically speaking, a continued increase in the 
range of fabrics woven on a powcrloom, and judging by the performance 
of powerlooms the world over and not by what has been successfully 
done in India alone, there is a very small range of fabrics that may 
not be manufactured on powerlooms. Sir Alfered Chatterton asserted 
in his ‘ Industrial Evolution of India ’ (1912), that solid-bordered cloths 
were one such variety of cloth, which is no longer valid today. 


40. Page *49. 
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The FFC"" felt that the handlooms excelled in the coloured styles 
of cloth because “ warps of a short length can be prepared most econo¬ 
mically by the hand process and that a number of colours in the weft 
can be easily introduced reducing wastage to a minimum,” aided by the 
fact that a limited market made the production of such cloths unecono¬ 
mic for a mill. Cloths above 120s, cloths interwoven with silver and 
gold thread, cloth woven with multi-coloured designs, extra-ornamented 
or unique small pieces of cloth, cloths of a small width with designs 
in the headings and rough cloth of very low counts of yarn, these too 
were so listed by the FFC. 

The FFC does not see any necessity to explain its reasons more 
fully, nor does it recognise the need for checking up its data with power- 
loom performance. In fairness to them it must be stated that they 
recognised the possibility of exaggerating these advantages. But they 
failed to recognise that for one, none of the advantages resting on 
grounds like technical sujieriority of handlooms or the advantage of 
better attunement with a limited market are realistic in relation to the 
bulk of handloom cloth production, and that the position has been 
rapidly altering in favour of the powerloom. 

(6) Similar varieties of fabric may be woven, in the same design 
but with different yarn counts and the same colour or design scheme, 
competing against each other, especially in the bigger centres. Sholapur 
is an illustration of the operation of this tendency as stands out from 
the following table :— 

Handloom Fabrics Produced in Sholapur: Proportion of the More 
IrnporlanI Va riefies 


Variety of Saree 


No. of looms j Volume—No. | Value 
on a variety | of Sareea j (’000 Ha.) 


Elkal 

Fancy Fatal 

Faraf* Peti 

Maheswari 

Nipani 

Shamsunder 

% 

33 

12 

11 

10 

9 

16 1 

% 

33 

14 

12 

10 

6 

16 

XX 

9 

8 

18 

A. Total of 5 varieties 

91 1 

93 

' 92 

B. Total of 14 other varieties 

9 

1 

7 

8 

Total ... 

100 

100 

i 100 

1 
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Yarn Counts Employed 

\ % Share of Each Conptruction in 

Total IS0. of Sarees Produced 

30 X 24 

...j 24 

30 X 30 

...! 37 

40 X 60 

...| 9 

60 X 40 

11 

84 X 60 

...| 5 

A. Five constructions 

..J 86% 

B. 13 other constructions 

14% 

Total 

...; 100% 


Sourer: Adopifd from Kakadc, R. G., f)p- cit., pp. di and dS. 


Marketing methods display a range of variation according to the 
ultimate destination of the production, according to the nature of ihe 
agency undertaking the marketing function, and according to the type 
of the production patterns. 

The central problem of marketing handloom fabrics is far from 
being the same as the problem of yarn supply. But, broadly speaking, 
it devolves into (i) the collection of cloth produced in small lots, by 
lakhs of weavers or karkhanas, into bigger lots for the purposes of 
movement to consuming areas and (ii) the disposal of the accumulated 
stocks to the final consumers spread all over the country and for a small 
proportion of the demand, in other countries. The processes of finish¬ 
ing might be undertaken at almost any stage, and may be mechanically 
or manually done, but are more liable to be dissociated from the 
functions of cloth production, than is the case with mills. 

Madras used to be the only important exporting province, from 
both the points of view of the proportion of the total production sent 
out as well as the absolute level of the quantity sent out; and only in 
Assam, in terms of both quantity as well as proportion, was domestic 
consumption more important than sale in the market. Talking of the 
industry as a whole, about io% went to the export market in 1940, 
15 to 20% was consumed inside the producer’s home, leaving from 70 
to 75% of the production to be marketed internally. 

There is no reliable information, other than a list of the most 
important centres which are known by their reputation in the manu¬ 
facture of some products, about the extent of inter-provincial and intra- 
provincial trade in handloom fabrics. Two observations are, probably, 
not without validity : (i) more handloom products arc consumed, both 
on account of relatively greater cheapness resulting from the saving of 
transport charges and the preference developed for these products during 
long years of existence, within the boundaries of regions of production 

4«. The paragraph is based on the FFC Report, pp. 134 et scq. 
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than is the case with the cloth produced inside mills, and (2) that the 
inter-provincial trade contains a larger proportion of speciality fabrics 
and superior fabrics, than is the case with the mill industry. The latter 
will not be the case where a strong regional preference—^for example, 
very wide bordered (1" and more) dhoties, or angavastrams which arc 
essentially South Indian articles of wear—tends to make a product of 
more or less exclusive use in that region. 

The agencies employed in the tasks of marketing are divisible into 
a small number of broad economic categories, according to their proxi¬ 
mity and identity with the function of production. 

(1) The independent weaver, the karkhana, and the local co-opera¬ 
tive society undertake the entrepreneurial function of production as well 
as some steps of the marketing process. 

(2) When, as in the case of commission-weavers, the entrepre¬ 
neurial functions are shared between the master-weaver, the sowcar- 
weaver, or the mahajan, the party not doing the actual weaving takes 
over at least the first steps in marketing. 

(3) Beyond the above tw'o stages, namely, after the first steps of 
marketing had been completed, the agencies become more varied, and 
their number and functions become more complex, and usually involve 
more finance per firm or trading unit, and the nature and distance of 
the market become very important considerations. 

The marketing of cloth, affected so indelibly by the seasonality of 
final demand as shown elsewhere in this work, is essentially a question 
of finance and the gains of marketing are realised according to tlie 
financial strength of the parties in each category, inter se. The inde¬ 
pendent weaver, being the weakest by this criterion, has the worst of the 
bargain although briskness of demand can make a major difference to 
his bargaining strength. 

The market-places vary depending upon a number of circum¬ 
stances—from being the weaver’s residence or the consumer’s residence, 
to fairs, shandies, hats, melas, the regular bazaar of an Indian town, or 
the stores belonging to co-operative societies. 

It has not been possible for us to grant the bland statement of the 
FFC alleging that the existence of too many and diverse middlemen 
leaves not much margin of profit to the weaver. In support of this 
position the FFC submitted data relating to twenty-five varieties of hand- 
loom fabrics regarded by them as staples, and the differences between 
the middleman’s cost and his price realisation were said to illustrate 
" the extent to which the middleman’s profit margin inflates the final 


43. Report, p. 136. 
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price of handloom fabrics To treat gross differences as net margins, 
as the FFC has done, is absurd ; to ignore other considerations which 
influence textile marketing such as the cost of the fabrics, the facility 
or otherwise of stock turn, the geographical distances and handicaps 
involved in the course of the article reaching the consumer, the costs 
and extent of storage necessary to cope up with the remarkable seasona¬ 
lity characteristic of the normal Indian demand for cloth, is to mis¬ 
represent the final picture without justification. 

An analysis of the FFC figures,''^ according to the cost of the cloth 
and the gross margins is made by us below, which serves to bring out 
some of the more fundamental aspects of the trade in the products of 
the handlooms. 


25 Staple Handloom Fabrics 



Gross margins as % of cost 

No. of 
varieties 

Cost of the Fabric to the Middleman 

Less 
than 5?4 

5-10% 

10-15% 

Above 

15% 

1. Low Price Staples: Costing less than 

20 as. 


3 

3 

1 

7 

2. Medium Price Staples : 21 to 50 as. 

i 

4 

2 

2 

9 

3. High Price Staples; 51 to 99 as. 

... 

2 

2 

.. 

4 

4. Fabrics costing 100 as. and more 

1 i 

1 

... 

! ^ 

5 

j 

2 

10 

7 

i 

; 6 

i 1 

25 


13 out of 16 low and medium-priced staples are sold at gross mar¬ 
gins less than 15% and 8 are sold at margins below 10% ; whereas, 
out of 9 high-priced staples 4 are being dealt with on the basis of a gross 
margin below 10%, and 5 are traded in at the higher margins. A 
tentative conclusion then is that, a broad but not precise correlation 
exists between higher-priced goods and a higher average gross margin, 
and the converse is truer of the low and medium-priced goods. 

This disparity of margins is a universal feature of textile trading, 
and is a result of the variety of influences indicated above, which deter¬ 
mine the final price of a textile product. 

It is probable that the methods and agencies of marketing are in 
significant particulars different in the case of the costlier fabrics, from 
those dealing in the cheaper styles, especially because final consumption 
is yet largely stratified according to social classes. 

More detailed judgments can properly depend only on information 
based on detailed, factual surveys, and not on the arbitrary, unsupported 

44. Ibid,, p. 140. 

45. Page 140. 
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opinions of the FFC. And, in the absence of these, we now proceed 
to survey the future of the handloom industry. 

C. THE FUTURE OF HANDLOOMS 

(i) The stagnation in the matter of total yarn consumption, 
during the inter-war period, and (ii) the more recent, greater decline 
in yarn consumption by them must be important considerations, bear¬ 
ing upon our appraisal of the future of handlooms. 

Equally basic in importance is the fact that the handloom is a very 
poor machine, in comparison with the powerloom, for almost all fabrics 
that are being produced today on a substantial scale on it. This trans¬ 
fers the burden of compensating die lower technical skill of the machine 
to the wage of the weaver, the organisational skill available to the hand¬ 
loom industry and the preference of the final consumer, notwithstanding 
a considerable price disadvantage for its products. 

We first demonstrate the technical inefficiency of the fly-shuttle 
loom in comparison with the modern powerloom, and show how the 
superior levels of labour deployment now being attained inside mills 
materially and unfavourably affect the position of the handlooms. 
Then we seek to establish the wage-advantage of the powerloom as 
against the handloom, when considered in terms of the total production 
of each. And, finally we enter into a general discussion of the other 
factors, which affect the position of handlooms. 

Below are submitted the details of production feasible per month 
on a fly-shuttle loom at the rate of 8 yards per day of 8 hours, in com¬ 
parison to production on powerlooms, according to the more common 
levels of labour deployment on them. The average cost per yard of 
weaver’s wages is then worked out, first according to Bombay wage 
levels, and then in terms of Madras and Uttar Pradesh wage levels. 

I PowerloomB per weaver 


— 

Hand- , ; 

looms ! 1 1 o 

.‘ _i, ' . 

3 4 

1. Production per month of 26 days 

(8x26)yd*.;{40 x 26) (80 x 26) 


for 8 hours 

j (120 x 26) 1(160 x 26) 

2. Handloom weaver*8 wages per 
month 

1 

Ba. 60 1 

! ! 

3. The wage of a Bombay weaver 

(Rs.) . 

1 85 { 108 

130 141 

4. Coi»t of weaving wages per yard i I 

of cloth produced 

Rs. .288 1 .0817 ! .0519 

0.416 .0338 


The disadvantages of the existing handloom industry are mini¬ 
mised above because we have taken a higher rate of production (8 yards 
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per 8 hours) than did the FFC (7 yards for 9 hours) on the Fy-shuttle 
loom, and we are making the comparison with wages in Bombay mills. 
The results on a more conservative basis show : 



Hand¬ 

looms 

Powerlooms 

per weaver 

1 

1 1 

i 

2 

3 

4 

1. Production per month of 26 


i 


i 


days, of 8 hours, per weaver ... 

163 yds. 

1.040 yds. 2,080 yds. 

3,120 yds. 4.160 yds. 

2. Wages of a weaver per month | 

Rs. 60 1 

i 


1 


— Madras 


104* ; 

100 

90 ; 

118 

— Uitar Pradesh 


83* 

77 

144 

mmm 

3. Wages of weaving, per yard 

I 





of cloth 

Rs. 0.368 



1 


— Madras (Rb.) 


... 

.048 

.028 ; 

.028 

— Uttar Pradesh (Rs.) 


! 

1 

! 

.037 

.046 i 

... 


* Sepalato figures for ordinary plain looms are not available. 


The cost of weaving on a powerloom, it stands out from the above, 
is not merely substantially lower than that of weaving on a handloom, 
but as the number of looms per weaver increases, the advantage in 
favour of powerlooms increases even further. The extension of ‘ more 
looms per weaver ’ systems in the low-wage cost areas of operation of 
the mill industry can thus only be regarded as the converse of a process 
of decline in the handlooms. The inexorable and ruthless economics 
of technique placed above is accentuated in a graver degree when the 
unquestioned superiority of mills in the preparatory processes is taken 
into account. 

In the light of these facts, those who regard, like Prof. M. P. 
Gandhi,'" that speed and output are ‘ somewhat irrelevant ’, and who 
regard all reference to the latter as confusing technical and economic 
issues, appear to be ignoring some of the most important considerations 
that, on our analysis, have been reflecting themselves in the stagnation 
in yarn consumption by handlooms during the inter-war period. 

The advantages of organisation, and managemental skill inside a 
handloom factory cannot, apart from exceptional cases, equal those of a 
mill, whereas the payment of a spinning mill’s profits on the yarn, and 
the costs of handling the latter till it reaches the weaver, must add to 
the cost of yarn for handlooms, as compared to vertically integrated 
mills; so too, the additional problems of handloom marketing arising 
from small-scale scattered production may not be removed. 

In the absence of any advantages in these matters, the handlooms 
have only three economic bases on which to rely, apart from the seller’s 

46. Op. cit., p. i«. 
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market for all fabrics in recent years. They arc : (i) llie small portion 
of the fabric-structure where mills in India have not entered into pro¬ 
duction ; (2) the extent of their consumer following and the degree to 
which the latter will be effective notwithstanding a considerable price 
disadvantage against handloom fabrics ; and (3) the pace at which the 
mills approach superior levels of labour deployment. The first advan¬ 
tage is obviously not of importance, when considering the entire 
industry. The extent of consumer following has hitherto depended 
upon the conservatism in matters of dress on the part of particular 
classes of men and women, and the more or less static dress patterns of 
the poorer classes of the people who have consumed the bulk of tlie 
handloom fabrics. These influences are now possessing only a declining 
strength, as we establish in another chapter. And, it is likely that the 
cotton textile industry of India, operating on the basis of higher wage 
levels than ever before, and having turned of necessity (as a result of 
the partition of the country) into an exporting industry, will have to 
pursue more rapidly the tasks of reaching new, higher capital : labour 
alignments. 

This means that the hand-weaving industry must now rely on its 
consumer following, its capacity to sustain wage cuts upto the lowest 
levels, or in the alternative seek government support to its operations 
either by reserving substantial quantities of certain varieties for pro- 
ducjon by handlooms, or in the alternative, by creating other burdens 
on the mill industry which equate the margins of difference in technical 
efficacy. The glaring magnitude of the latter makes the cost of all 
these compensating measures so very high, and the conseejuential changes 
so widespread that one may reasonably have considerable misgivings 
about their praclicability, and therefore, about the future of the hand¬ 
loom industry, taken as a whole. 

The extent of consumer following thus is likely to set the minima 
in the next decade or two, at which the industry can be maintained in 
terms of production, the maxima depending upon Governmental and 
public willingness to make sacrifices for a section of the population. 
The former may not exceed 200 m. yds. a year, once the adjustments 
to acceptance of decline in the indastry are complete. 

The process of transition is not likely to be easy, as handlooms 
have been enjoying a number of advantages in the immediately preceding 
years. The textile control schemes have made yarn available 
to them at controlled prices, while fabric prices have almost always 
remained unpegged in the seller’s market. The latter has also enabled 
them to experiment and share a few more markets with mills. More 
recently, the excise duty on mill-made fabrics, and the commonly 
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granted exemption from the sales tax have helped the handlooms, in a 
negative way. In the .<;ituadon created by all these {actors, Orissa and 
Bihar among others, remarkably developed their handloom industries 
and competition between them and the older provinces of handloom 
production will become keener in a normal market, and in this disnute 
the comparatively higher labour costs for handloom weaving 
in Madras, presently, may be its main handicap against the former. The 
growth of the powerloom industry may be another complicating factor. 

In conclusion, we may draw attention to some facts, treated in 
detail elsewhere, having a material influence on the future of the hand¬ 
loom industry. The change coming over consumer preferences is one 
instance in point, and the development of the finishing departments 
inside mills is another. The former, as now shaping, is more favour¬ 
able to mills and against the handlooms, because of their being in a 
superior position to use the media of advertising and publicity, and the 
growth of finishing processes means that superior varieties of mill-made 
goods, in terms of appearance, texture and design, are being offered 
against the traditional products of the handlooms, although the growth 
of an independent, processing industry to some extent obviates the handi¬ 
cap to the handloom industry. 

The competitive struggle, slowly emerging as the seller’s market 
recedes, and as the fact of India being in a position to produce, for the 
first time, more mill-made fabrics than her needs, finds the handloom 
in a weaker position to compete against mills and powerlooms than was 
the case in although the profits of the seller’s market have added 

to the capacity of handloom interests to hold out. 

The fact must be faced, and the earlier it is done the better, that 
the bulk of the handlooms must yield ground, in any normal market, 
to more mechanised forms of weaving. Any attempt to foster the 
expansion of handlooms is a retrograde step, which will only aggravate 
the difficult problems of social policy that must arise when a reduction of 
the dimension and tyjie we envisage is getting through, precipitated by 
political events like partition. The human considerations involved no 
doubt underscore the gravity of the situation, but perpetuation behind 
legislative sanctions, of the present levels of human dependence on hand¬ 
looms is only capable of acting as a palliative, unle.ss it was so drastic as 
to be utterly unacceptable in the interests of the entire country. A 
planned and orderly elimination of the surplus human material acquired 
during the War and later years, and encouragement of weavers’ 
children into other occupations would form the first plank in any such 
process ; active encouragement should be preferred to all those who arc 
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willing to leave, concentrating attention on weavers who are engaged in 
the production of fabrics that are taking all—technical and economic — 
considerations into mind, likely to suffer most directly from mill com¬ 
petition, direct or indirect; dovetailing of these schemes, and offering 
incentives for new factories and industries to be opened out in the 
affected towns or regions will be of two-way benefit. The need for 
sucli a programme, spread over a period of to years or so, is urgent, 
and compelling. 



PART TWO 


MARKETS AND ALLIED ASPECTS 




Chapter V 

THE STRUCTURE OF MARKETS : THE BASIC FACTS 

The structure of the cotton textile markets is complex and has 
grown more so during the inlcr-war period. The internal balance of 
the elements comprising the structure has undergone rapid and im¬ 
portant changes—partly as a result of the growth patterns characteristic 
of the industry as a whole, and partly as a consequence of other changes 
of a different character. Limitations of the statistical data qualify the 
utility of many useful quantitative statements that might have otherwise 
had conclusive evidential value. Any analysis of the market structure 
must, therefore, be based on extremely careful reasoning, supported by 
observation and checked with the qualified support of the statistical data. 

In the interests of clarity and convenience, the basic facts of the 
aggregative situation on the side of supply are set forth immediately, in 
this, a separate chapter. 

The chapters to follow deal, in that order, with : (i) the changes 
in the internal structure of mills as suppliers of cloth ; (ii) the agencies 
participating in the distribution of cotton textile products ; and finally 
(hi) the factors affecting the patterns of final consumer demand. 

A. THE FACTS OF THE YARN MARKET 

I. The Trends in Total Supply.—^The total supply of yarn for 
those who do not spin their yarn has recorded five distinct phases in 
development. In the first stage, starting from the 1850’s and upto the 
later years of the 1870’s, we had the pioneering phase when production 
was a greater problem than marketing, and constituted only a tiny frac¬ 
tion of the to‘al demand. The first {X)ints of competitive contact 
between the British and Indian industries were made (the first inroad 
being on the British supremacy in the yarn market), by 1874, for the 
products of Indian mills had indisputably displaced the imports of rough 
cloths and yarns.^ The years succeeding, which form the second stage 
in the growth of the demand for yarn saw a continuation of the previous 
trends and also recorded two major developments. In the first place, 
a yarn market was found in the growing trade with China and other 
Eastern countries ; and secondly, the more intensive operation of the 
horizontal tendencies of the pre-1900 period also encouraged the spin¬ 
ning industry. Imports into India of yarn, as a converse of the growth 
of the indigenous industry, tended to slow down during this period, 

1. Durea Parsliad. 1 .. Some Asi)ects of India’s Foreign Tradr, pp. 

Dr. Parsliad riuhtly regards thr development of internal and external transport 
facilities as the chief cause of economic devclopincmt diirimr the period, the 
falling rate of exchange during the pericnl being only of limited significance. 
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although imports of clotli were not similarly affected. Exports of cloth 
as well as yarn were materially higher, the latter recording a more pro¬ 
minent rise. These developments are summarised below :— 


Year 

1 

j Imports 

Exports 

! doth 

I 

j Yarn 

1 

^ doth 

Yarn 

1881>82 


100 

100 ' 

100 

1 

1 

i 

100 

1886-87 

••• 

124 

103 

158 

1 

244 

1891-92 

i 

120 

109 

204 


422 


Source: Adaptc'd from Durga Par.shad, I., op. cit. p. 199. 


It is not possible to exactly place the starting point of the third 
phase of growth, although by 1906-7 most of the significant changes 
were apparent. The early years of profitability had led most of the 
weaving mills to add spinning departments, and the yarn market in 
China had already reached its highest intake by 1900.“ ^ Many of the 
spinning mills made new investments in weaving sheds, partly to com¬ 
pensate for loss of important yarn consumers (in the shape of big 
weaving mills), but for the most part, probably motivated by the 
greater profitability of the cloth trade. The final demand for cloth in 
the country was also expanding, coincident with the growth of the 
industry, which was supplying not more than 16% of the internal mar¬ 
ket by that time. The result was that handlooms were aided in being 
an expanding industry, to some extent making up the gap caused by the 
considerable transformation of the industry into spinning-cum-weaving 
units. 

All these trends had reached the culminating point by 1914, which 
marks the beginning of another phase in the development of the yarn 
market in India. Non-mill and non-handloom users of yarn became 
important for the first time, aiding in the aggregate internal market for 
‘ free ’ yarn being maintained at more or less pre-war (I) levels and 
even permitting a small but sizeable increase in the thirties. The 
decline in the exoort market for yarn, however, brought about a reduc¬ 
tion in the total market for ‘ free ’ yarn during the enfirc inter-war 
period, and a thorough-going realignment of the locational pattern of 

2. Expandincr steadily from 1870-71, 69 m. lbs. of yarn were exported in i88f;-86. 
and reached without a break, ni. lbs. in 1899-1900. This expansion of the 
Indian trade in yarn orcuired largely at the cost of ranra.shire. Sec Sovani 
N. V., Economic Relations of India with South-East Asia and the Far East, 
p. 21, 

3. Durintt the first two decades of this century, China was rapidly turninj? into 
a cloth market, instead of heinc a market for yarn. (Vide the Japanese Cotton 
Trade and Industry, IJ.S. Tariff Cominksion. 1921. p. 149,) India's more or 
le.s.s comfilete failure to participate in this new tendency is probalily explained 
by (i) preoccupation with the <?reat home market, and fii) the entrepreneurial 
failure to be hold and enterprising. 
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the suppliers underscores the strain on the spinning industry during 
that period. 

The present position is the fifth and the final phase into which arc 
extrapolated the earlier trends of decline in the handloom consumption 
of yarn, and the greater importance attaching to non-handloom users of 
‘ free ’ yarn. The export market is sizeable, but uncertain due to a 
variety of reasons. The new regional alignments of suppliers are 
materially different from those existing only twenty-five years earlier, 
and have reached the stage of stability. 

A synoptic view of the various developments in the aggregate of 
‘ free ’ yarn is submitted below. The absence of statistical data pre¬ 
cludes the separation of the weaving mills of the pre-1900 period as 
consumers of ‘ free ’ yarn. 

(All figures in million lbs.) 


— 

1896-7 , 1906-7 
to 1 to 

1898-9 1 1908-9 

= 

1916-7 

to 

1918-9 

1926-7 

to 

1928-9 

1936-7 

to 

1936-9 

1948 

to 

1950 

1. Free yarn available for con* 







sumption internally 

2. Estimated handloom con¬ 

258 

282 

194 

277 

336 

330 

sumption 

249 

268 

180 i 

250 

! 266 

206-228 

3. Other consumers 

9 

14 

14 

27 

1 70 

102-124 

4. Exports 

173 

245 

153 

1 42 

i 

i 33 

45 

5. Total ‘Free* Yam ...i 

I 431 

1 527 

347 

I 319 

369 

375 


2. The Composition of Suppliers.—We have already referred to 
the declining importance of imports as a source of yarn. It has also 
been noted that vertical integration has become a more universal charac¬ 
teristic of the industry, although as many as 95 spinning mills continue 
to exist. 

There is no precise data available as to the share of the various 
spinners in the yarn market and the following data claim to be no more 
than an approximation of the shares of the various sectors of the indus¬ 
try presently. (For Table see next page.) 

The actual quantity entering the yarn trade is probably lower by 
25 to 30 million lbs., consumed in the manufacture of textile articles 
other than piecegoods but made by mills. The first two sources com¬ 
prise the stable and the regular elements in the trade. The mills with 
a casual surplus are likely to be unsteady in the matter of supplies as 
they are either offering an occasional excess of yarn over their current 
demands, or just trying to take advantage of a better turn in the market. 
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Sources of Yam Supply 


1. Exclusively Spinning Mills 

2. Composite Mills with surplus 
capacity 

3. Composite Mills having a casual 
surplus 

4. Imports 


375 m. lbs. 


Approximate 

Quantity 

Major Produoiog Regioi 

242 m. Iba. 

Madras, Utiar Pradesh, 


Bombay. 

no .. 

Bombay, Madras. 

11 « 

All over the country. 

11 „ 



In their usual sale of the former type, they are not as worried about 
getting the proper price, as about getting rid of an unwanted surplus, 
not likely to be of any immediate use to themselves. Their actions, 
therefore, can at times be highly unsettling to the market. Imports arc 
an equally unstable category, but for different reasons. They comprise 
the higher counts of yarn, or special qualities which are cither not manu¬ 
factured in the country, or arc not produced in adequate quantities. 
The import policy also has a decisive effect on their regularity and 
quantum. 

The regional distribution of the sources of ‘ free' yarn, whether 
for expoirt or for internal consumption, may be observed from the figures 
submitted below. The States of Madras and Bombay arc the main con¬ 
tributors, followed by Uttar Pradesh. But the importance of the yarn 
trade varies from State to State. Madras depends for nearly seven- 
tenths of its gross income on it, whereas in Bombay and Bengal it con¬ 
stitutes barely one-fourteenths of the gross value of all products and by¬ 
products. 



Cotton yarn 
madH for sale 
(1948) 

(million lbs.) 

Share {%) of 
each State 

• Sale * yarn 
as % of total 
quantity 
manufactured 

Value of sale 
yarn as % of 
total value of 
all products 

1 . West Bengal 

7.3 

2 

0 / 

/O 

17 

0 / 

/o 

7 

2. Bombay 

1216 

32 

16 

8 

3. Madras 

163.2 

44 

81 

67 

4. Uttar Pradesh 

415 

11 

34 

21 

5 . Punjab 

0.5 

• •• 

11 

7 

6 . Madhya Pradesh 

199 

5 

40 

36 

7. Delhi 

6.4 

2 

18 

9 

8 . A j mer-Merwara 

4.8 

1 

24 

25 

9. Others 

4.3 

1 

35 

25 

Total ... 

369.49 

100 

21 

17 


Sourer: Adapicd from I he Ceiism of Manufactures, 1948. 
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An important feature of the pattern of supplies obtaining in the 
yarn trade is the domination of a single company—^Thc Madura Mills 
Co. Ltd.,—having six mills. They own about 20% of tbe spindles 
spinning yarn for sale, and probably contribute a like proportion to the 
supply of ‘ free ’ yarn. The size of the Madura Mills and their scrupu¬ 
lous regard for quality have given to them the position of a market 
leader, and a price-setter. 

B. THE FACTS OF THE CLOTH MARKET 

Upto 1914, according to Odell,* India was the world’s biggest 
import market for cotton textiles. This position is in striking contrast 
to India ranking as the world’s largest exporter of cotton fabrics during 
1950-51. The quantitative aspects of the important features of this 
remarkable growth arc given in the Tables A, R, C and D that follow. 

The most significant changes in the aggregate production of cloth 
are summarised below : 

(a) The growth of the component categories of the total supply is 
not merely disparate ifUer se, but is clear proof of compensating move¬ 
ments in directly opposite directions, the production of mills recording a 
spectacular increase as imports tended to decline even more rapidly. 
The proportionate importance of each source in 1896-99 and in 1948- 
50 is seen below. 


Years 

Mills’ 

Handlooms* 

Imports’ 

Share 

Share 

Share 

-! 

1896-97 to 1898-99 

1 

9% 

i 31% 

60% 

1948 to 1950 

1 

1 772 to 77.7% 

1 

! 15.8 to 17.9% 

1 

less than 1% 


During these fifty-five years, the production of mills has recorded 
an increase of 1,100% ; the output of handlooms a fall of nearly 20%, 
and imports have been reduced to being i /40ths of the quantity in the 
triennium just preceding the twentieth century. 

{V) Newer sources of supply have appeared, amongst them being 
the ‘ powerloom ’ industry, i.c. a weaving industry outside the mills, 
and the hosiery factories which have not been accounted for in the above 
tables. On the assumption that i lb. of yarn consumed in the manu- 

\Contwucd on page 12S 


4 . Cotton Goods in British India, p. 4 . 
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Cloth Suppliers: Composition during 1896-1950 
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J’ABLE ‘‘ li 

C/o/// Production in India: 1896-1950 


(in million yards) 



Cloth produc- 
; tion by mil is 

I 

P'S 

1 • u 

i II 

5g 

0 ) 

< CL 

6 ‘a 

p o 

Year 

i 

• Cloth pro 
tion on hi 
looms 

Cloth pro 
tion on po 
looms 

Total cic 
product! 

Total avail 
cloth eup 

Cloth prod 
tion as % 
supply 

1896-07 to 1898-99 .. 

! 393 

996 

' 

1,389 

1 

3,202 

CO 


! (29‘^) 

, (71%) 


1906-07 to 1908 09 .. 

78u 

, l.“72 


1,852 

3,893 

48% 


j (42%) 

(58%) 

1 

1916-17 to 1918-19 .. 

i 1^44 

720 


2,26*1 

: 3,428 

69% 


i (70%) 

(30%) 


1926-27 to 1928-29 .. 

2,170 

’ 1.000 


; 3,170 

j 

4,813 

65% 


(68%) 

, (32%) 

1 

1936-37 to 1938-39 .. 

i 3.975 

! 1,064 

! 36 

! 5,075 

5,496 

92% 


(78%) 

' (21%) 



1948 to 1950 

4.000 

: 721-798 

183-206 

4,904- 

4,452- 

107- 


1 (80-81%) 

(14-16%) 

(3.5-4%) 

5.004 

4,752 

112 % 



TABLE “ C * 




Production^ I in ports Exports of Cloth and 

Yarn: 1926-27 to 

1950-51 


^ Produc¬ 
tion of 

Imports 

] 

1 Exports 

Produc- 
tion of 

i 

Imports 

Exports 

Year 

yarn in 

oi 

! of 

cloth in 

of 

of 


India 

yarn 

i yarn 


cloth 

cloth 


(m. lbs.) 

(m. lbs.) 

1 (m. lbs.) 

(m, yds.) 

(m. yds.) 

(m. yds.) 

1926-27 

807 

49 

55 

2,259 

1,7.59 

180 

1927-28 

809 

52 

36 

2.357 

1,939 

257 

1928-29 

648 

44 

36 

1,893 

1,913 I 

244 

1929-30 

834 

44 

38 

2,419 

1,897 

219 

1930-31 

867 

29 

36 

2,-61 

873 i 

188 

1931-32 

966 

32 

33 

2,990 

760 : 

208 

1932-33 

1.016 

45 

27 

3.170 

1,203 ; 

169 

1933-34 

921 

32 

25 

2,945 

771 i 

169 

1934-35 

1,001 

34 

21 

3,397 

933 

157 

1035-36 

1,059 

45 

18 

3,571 

937 1 

191 

1936-37 

1,051 

29 

19 

3,572 

7.53 1 

223 

1937-38 

1,116 

22 

36 

4,1'84 

579 

275 

1938-39 

1.303 

36 

34 

4.269 

631 ! 

205 

1939-40 

1.235 

41 

37 

4,013 

560 , 

222 

1940-41 

1,349 

19 

78 

4,269 

440 ^ 

410 

1941-42 

1,577 

8 

89 

4,494 j 

180 , 

897 

1942-43 

1,534 

1 

34 1 

4,109 ! 

10 

943 

1943-44 

1.080 

1 

19 i 

4.871 i 

3 

535 

1944-45 

1.651 

* 

17 I 

4,726 ! 

5 

486 

1945-46 

1,614 


14 i 

4,676 , 

3 

480 

1946 47 

UlS 

* 

4 1 

3,890 

16 

369 

1947-48 

1,330 

9 

♦ 1 

3,770 

26 

225 

1948-49 

1,475 

11 

7 1 

4.380 i 

47 

577 

1949-50 

Ull 

14 

65 

3.850 1 

73 

700 

1950-51 

1,154 

3 

78 

3,663 i 

i 

5 i 

i 

1,268 


' Negligible. 
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FABLE “ D 

riic Export Market for Cloth: IS06-1930 

(in mi Dion yards) 


Y^ear 

Cloth produc¬ 
tion by mills 

Exports of 
cloth 

Exports as % 
of mill 
production 

1896-97 to 1898-99 

393 

98 

24 

19U6-1»7 to 19' 18-119 

780 

113 

15 

1916-17 to 1918-19 

1,544 i 

i 243 

15 

19<!6-27 to 1928-29 

2,170 

227 

10 

1936-37 to 1938-39 

3,975 

233 

6 

1948 to 19o0 

4,000 

5'»0 

12 

1950-1951 

3,663 

1 

1,268 

34 


Conti tint’d jium Inigc /25J 

facture of hosiery is equivalent to 4.57 yards of fabric, ‘ powerlooms ’ 
and hosiery factories now produce around 400 m. yds. of cotton fabrics, 
which is slightly less than 10% of the total cloth supply available in the 
country. 

(c) It is clear, notwithstanding the exclusion of hosiery production 
from our estimates, that the long-term trend is unmistakably for the 
expansion of cloth supplies at a faster rate than the population growth, 
although the latest position is influenced by other factors as well. The 
growth in per capita consumption by 32% over the period of forty 
years (ending in 193B-39) is the unmistakable proof of an expanding 
market for fabrics, apart from intermittent periods of over-production, 
as the background of the growth of the cotton mill industry. The for¬ 
mer is probably an indication of the slow but positive rate of net 
economic progress over these years, though no direct year-to-year cor¬ 
relation between the two trends is implied. The fact pointed out when 
dealing with the equipment patterns that wider width cloths have 
become the staples of indigenous mill production since the beginning 
of the inter-war period is responsible for some under-estimation in per 
capita consumption on a square yard basis, although in the main, it 
probably cancels out with the decline in the import of such cloths. 

{d) The additions of a quantitative nature to the cloth supply are 
accompanied by equally important changes of a qualitative character. 
Although it is unrealistic to argue that the value of a fabric is always 
directly correlated with the counts of yarn utilised in its manufacture, 
the following estimates of the average count of yarn spun are a broad 
reflection of the improvement in the quality of yarns used in India in 
the manufacture of fabrics :— 
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Year 


... 

Average count of 





yam spun 

1907-08 




13s 

1919-20 




17s 

1923-24 




188 

1933-34 




208 

1938-39 




...! 278 

1944-45 




...! 16b 

1949-50 




...| 299 

1 


Another way of indicating the improvement in ihe quality of 
Indian piecegoods is by reference to the yarn structure, according to the 
pro})ortion of higher counts of varn, given below : — 


Counts 

1930-31 

1934-35 

1948 

1-30 

774 

855 

1,027 m. lbs. 

31-50 


125 

177 m, lbs. 

51-80 

9.5 

14 

77 rn. lbs. 

80 and above 

0.5 

1 

11 m. lbs. 


The addition of ])rocessing and finishing departments to mills and 
the existence of a separate industry specialising in these branches traced 
in an earlier chapter, also point to the same v''onclusion. 

(e) The increase in cloth production has transformed the relation¬ 
ship between the total cloth supply, and production within the country 
from one of partial satisfaction to a sizeable surplus for export 
(Table B). The latter fact was, to some extent, a precipitate develop¬ 
ment arising out of the partition of the country in August 1^47, which 
placed the new State of Pakistan (with a population exceeding seventy 
million) outside the Indian national market. It makes the export sur¬ 
pluses bigger than they would have been if the pre-partition population 
of India had to be provided for out of Indian cloth production. This 
new relationship signifies the final crystallisation of the cotton textile 
industry as a whole into a mature industry, an industry the future 
growth pattern of which must conform more or less closely to the total 
demand for cloth. No longer will it be possible, without adverse con¬ 
sequences following quickly, to grow independently of national econo¬ 
mic progress. In other w^ords, the industry has ceased to be a develop¬ 
ing mdustry, acquiring a higher share with the passage of time of an 
already existing much higher demand. In its future development, 
deviation of capacity from the total effective national demand will be 
a major determinant of the level of its economic prosperity. 


9 















130 IHI'. INDIAN COTION IKMU.r INDDSI'RV: AN ICONOMIC ANAlA.Sls 


The imj)ortance of the export demand for the industry, apart from 
the pivotal connotation attaching to it in maintaining a sound balance 
of payments position, is not conhned to higher profitability or otherwise. 
Any substantial loss of the export trade involves a parallel, almost equal 
increase in the cloth supplies within the country, which in effect only 
means the placement ot more mill-made fabrics against the output of 
the handlooms, a situation the consequences whereof are evident in the 
light of the analysis contained in the last chapter. 

In fine, exports at a reasonable level are the kev to overall stability 
in the industry, in the immediate future. 

The strain and stagnation in the ' yarn ' supply, and the expanding 
market for fabrics constitute the most important elements of the factual 
background provided in this chapter. The intensity of the change in 
either variable has effects beyond the other, and a complex interaction 
of a variety of forces is set up. These constitute the subiect-mattcr of 
the next three chapters. 



Chapter VI 

THE MILLS AND THE MARKET 

The existing production patterns are the result of the interaction 
of many forces, short as well as long term in operatioiv. Of the first 
type are the changes in production schedules aimed at realising imme¬ 
diate profit {X)ssibilities within the limits laid down by the mechanical 
set-up available at any point of time in an industrial unit. On the other 
hand, long-term factors are likely to be more permanent, and fewer in 
number. And, not unusually, the latter coincide with changes in the 
composition of machinery. 

Short and long-term factors, however, are not necessarily exclusive 
of each other. Nor is it unlikely, that the disturbing effects of the 
former on the relative importance of various categories of the produc¬ 
tion structure might occasionally have more than transient significance. 

It is to a study of the factors that have influenced, modified and 
altered the structure of textile production that this chapter is directetl. 
The focal point of our inquiry is the ' mill ’ sector wherein the most 
important of the factors mentioned above have (jriginated, and from 
where their effects have been transmitted to other sectors f'f the cotton 
textile industry. 

The discussion is divided into four parts. In the first, the possible 
variations in production and the limits thereof are correlated with the 
extent of flexibility jKTmittcd by the physical equipment ; in the second, 
the main features of the pre-1914 market for textiles are traced ; in the 
third, the developments during the inter-war period are covered ; and, 
finally, in the fourth part, the position emerging from the existence of 
a seller’s market over a decade is analysed. 

A. LIMITATIONS OF EQUIPMENT 

Equipment patterns lay down, at any given point of time, the 
broad limits of yarn and cloth production that are technically feasible. 

In the finishing departments, the mere fact that many mills do 
not possess certain tyjics of equipment, such as a cloth printing plant or 
a mercerising range, can amount to a prohibition on the production of 
certain types of cloth, except to the extent to which the facilities of inde¬ 
pendent processers arc available, convenient and economical to use. 

In spinning, machinery is likewise balanced in the short jx-riod for 
a given range of counts yielding an average count of yarn, which to be 
.substantially modified would require several costly adjustments in the 
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various machines. The boundary lines thus drawn not only permit of 
important but limited shoi t-term alterations in the production schedules, 
but arc also capable of being shiftetl drastically over a longer period and 
more jicrmanentlv. 

Tlie loom is a more versatile machine than a ring frame, but a 
fabric 6o" wide may be woven only on a loom of (>z" or more reed 
space. A smaller fabric, in terms of width, may be woven on a wider 
loom, but the slower speed of the latter would enable only less pro¬ 
duction than a loom of the correct, lesser width. Jaccjuard or dobby 
attachments, and such other .spcciiilised machine reejuirements of certain 
types of fabrics, are in a few cases interchangeable, but are usually an 
additional limiting factor to the range of fabric constructions that may 
be attempted by anv firm. 

In other words, apart from the limitations on the composition of 
production in a mill that arise from the failure to possess certain tyj'ies 
of equipment, or from management policies tliat closely circumscribe 
the production jiatterns. three .major considerations of a technical 
character influence, and to a lesser extent, determine the patterns of 
yarn and fabric production. They arc : (i) in the short period, within 
fairly broad limits, production schedules may be altered ; (ii) consider¬ 
able versatility and adaptability is characteristic of manv cotton textile 
machines : and (iii) the possibilities are always present of making exist¬ 
ing machinery the base for an entirely new and different production 
alignment, over a longer period of time. 

Within these outer limits, other forces come into operation. 
Profit margins may favour the manufacture of certain varieties, not¬ 
withstanding contrary technical considerations, at one time, and not at 
others. Or, the level of labour costs may permit in one area, a parti¬ 
cular use of eejuipment, which at a different level of labour costs, in the 
same or another area, would be unthinkable. For an individual unit, 
furthermore, the scale of operation and the extent of diversification of 
equipment provide additional limits to flexibility in production. 

The strength of these forces varies from one period of time to 
another, and less generally, from one unit to another. It is not alto- 
j,ether unlikely, however, that opjxisite trends may be discerned in 
different sectors of the industry. Among the most significant 
adaptive developments in the equipment patterns are the alterations con¬ 
sequent upon the shift of the industry to finer counts, and the allied 
growth of the output of higher counts of yarn by mills in India. 

As pointed out earlier, a shift to fine spinning means for old mills, 
the substitution of rings, travellers and spindles of different specifications 
for tho.se used on lower counts. If the number of spinning spindles 
remains the same, and provided the entire mechanical set-up was 
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balanced in the first instance, this also means discarding })rcparatory 
machinery rendered sui^rfluous with the decline in the cjuantity of cot¬ 
ton to be processed. In another sense, the process of shifting to finer 
counts may be regarded as involving substantial new capital investment, 
on the one hand, and the risk of a possible loss in the value of the ori¬ 
ginal investment, on the other. 

There is another result of the shift to finer counts in vertically 
integrated, mills arising from the fact that fine spindles produce, per 
given unit of time, only a fraction of the weight (not length) of the 
yarn produced on an identical number of coarse spindles. The magni¬ 
tude of the difference involved may be appreciated from the figures 
given below.' 


Theoretical ate of Production (Ihs. of 
yarn, per hour, on 10,000 spindlefi) 

Count 

American Data English Range 


158 

30s 

608 

BOs 


830 

720-850 

270 

200-260 

90 

70- 90 

60 

50 - 60 


The increase in the length of the yarn spun partially compensates 
for this loss in weight, but notwithstanding that the number of spindles 
reejuired to match a loom increases substantially with an increase in the 
counts. This adjustment between the spinning and the weaving equip¬ 
ments can be brought about as well, in practice, by a more intensive 
utilisation, in the sense of the number of hours worked, of the spinning 
equipment. This constitutes one of the basic reasons for the growth 
of shift-working in India during the thirties, esiKxially its remarkable 
growth in Bombay Cvity and Ahmedabad. 

The increase in the average count of yarn spun in India has neces¬ 
sarily meant a wider adoption of this method of balancing spinning 
with weaving equipment. The present position is reflected in the figures 
submitted below% relating to December 1950 :— 


Average Number of Spindles Worked 
per Shift 

Average Number of Looms Worked 
per Shift 

Ist Shift 

1 2nd Shift 

3rd Shift 

iBt Shift 

2nd Shift 

3rG Shift 

9.39 m. 

1 8.44 m. 

2.27 m. 

176,000 

151,000 

i 

to 

0 

0 

0 

1 


1. Report of tl/r Viodnrtivity Tram. Cotton Spinninii, j). 
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On the basis of two (S-hour shifts, and the third shift being of Jl 'z 
hours, 169.66 m. spindle-hours and 2.77 m. loom-hours were worked by 
the mills in Indu. Deducting 20% of the spindle-hours (being the 
year’s average), as being directed towards the production of yarn for 
pur]X)ses other than the weaving of cloth, a ratio of 49 spindle-hours to 
one hour of loom-operation is obtained. 

Ignoring the known fact that s}>inning mills work three shifts on 
fewer occasions, and spreading out 33.93 m. spindle-hours meant for 
the production of yarn for purposes other than weaving inside mills, we 
realise that the 1,408,000 loom-hours of the first shift arc matched 
only by 60.09 m. spindle-hours. In the second shift, reejuirements of 
spindle-hours for looms in the second shift arc 59.19 m. spindle-hours, 
as against the available 54.02 m. spindle-hours. The combined deficit of 
spindle-hours is thus of the order of 14.07 m. spindle-hours in the first 
two shifts, which must be made up by a surplus in the third shift of 
the same order. 

It is clear that at the present level of average count (^os) of yarn 
spinning, and at the present rate of yarn production for non-weaving 
purposes, a single shift of loom operation must be fed by the production 
of more than one shift of spinning operations. This position is not 
permanent in its quantitative context, which would vary with changes 
in the volume of spinning equipment on the one hand, and the 
average count of yarn to be spun, on the other. 

The problems of balancing equipment in this sense, obviously, are 
material for composite mills and not for exclusively spinning mills. 
Even so, it is clear that they must be more acute for some units in the 
industry tlian for others. The table submitted bekw brings out this 
fact, although (ndy indirectly. The differences between the labour 
comjdements per shift per mill, and the small number of mills working 
the ihinl .shift are suggestive of these balancing t)roblems. The figures 
relate, as was the case with the basic information of the preceding cal¬ 
culations, to December 1950 


No. of mills which worked shifts 

I ! 

Ist Shift I 2nd Shift | 3rd Shift 


No. of mills working only particular shifts 

30 

176 

134 

Total No. of mills at work 

340 

310 

134 

Average number of men employed per mill, 
in each sliift 

1 1,220 

790 

335 


Resides the changes attendant on the shift to the production of 
finer yarns, several other sources of technical adaptability have been 
utilised at various times. The conversion of narrow width looms into 



1}\K Mills A\l> nil MAKKLI 1 

wider looms capable of weaving dhotics and sarccs was one such change, 
in the inter-war period, in mills in l^ombay City. The change-over 
in a substantial measure of the industry in that city to the weaving of 
yarn, instead of selling it as such, was facilitated by the adoption of pirn¬ 
winding macJiinery on a very large scaler This meant that instead of 
spinning weft yarn directly on ring frames meant for that specific pur- 
jx)sc, on bobbins f)f smaller dimension that would directly fit into loom 
shuttles, yarn continued to be spun on warp frames, being only later 
wound on pirns. The warp frames, originally installed to "cater to the 
yarn market, which made no such distinction between warp and weft 
yarn, thus could be adapted to the neeals of a new production situation— 
namely, yarn spinning for weaving inside the mill. 

During the Second World War, this capacity to adapt was increased 
substantially : and, in many mills well-ecjihpped engineering workshops 
have come into existence, capable of continually performing and accele¬ 
rating this adaptive function. 

These teiiilencies, it was noted wlien dealing specifically with the 
equipment patterns, were already powerful in the inter-war period, 
especially in mills in liornbay City, Ahmcdabad, and in bigger mills 
generally. 

r>. THK KVOLU riON Ob' THE COMPETITIVE PATTERNS 

As the final result of a hundred years of growth, cotton mills 
have developed into tlie largest single supplier in the cloth market of 
India. The process of transformation has involved factors increasing 
in their complexitv with each year, especially during the inter-war 
period. The transformation has been mennentous, moreover, in view- 
of the quantilative magnitiules involved. 

Without implying any fineness of the period-distribution, the 
evolution of the cotton mill industry ]>articularly, and of the cotton 
textile industry gcnerallv, may be divided into three major phases, apart 
from the pioneering atlemjns of the first few decades. The early phase, 
lasting upto 1914, is the phase of the growth of the mill industry when 
the latter had not substantially impinged upon the splicres of otlicr 
suppliers in the market, namely, imports and Iiandlooms. The second 
stage, facilitated by war-time developments, is the period wdien every 
advance of production or equipment took place necessarily against the 
background of increasingly intense competition, and lasts upto a year or 
so beyond the beginning of the Second World War. The latest phase 
comprises of the years since the close of the second period, and is 

See C.liMpier 11: ihe \Vage Siuuilion, pai lieiilarlv ilie tliseussion on the 
ehanj’inj; oaupational sirueuires. 
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characterised by the crystallisation of the industry into an export indus¬ 
try and the rc-emergcncc of normal market conditions. 

The Early Phase of Evolution (upto i9i4)>—Ey the close of the 
nineteenth century, the cotton mills of India had evolved into a sizeable 
industry, comprised of essentially small units under a financial form of 
organisation that was mainly proprietorial in character. They catered 
to two markets, the market for yarn a/ul the market for fabrics. The 
former was a market for intermediate goods and channelized the supply 
of raw materials for the manufacture of the final consumer*s goods, cloth, 
and accounted for 82 "1 of the total internal yarn production. Geo¬ 
graphically this market was divided into the home and the export mar¬ 
kets. The market for fabrics was likewise international as well as 
national, but was less important than the former. For one, it used 
barely of the yarn produced, and secondly, it supplied less than one- 
tenths of the required supplies of cloth. 

To sum up, two features dominated the cotton mill situation at 
the turn of the century. The industry's production was mainly com¬ 
prised of intermediate goods, or producer's goods. Secondly, the output 
of consumer's goods, namely, cloth, formed a comparatively small but 
important part of the productive functions of the industry. 

Since the production of cloth by mills w'as only a small portion of 
the total internal supply, the points of competitive contact between the 
mills and other producers of cloth were few in number, although there 
can be little doubt about their existence. But the rigour of the com¬ 
petition was probably subdued by the coinciiling simultaneous expansion 
in the size of the market for fabrics. The rate of expansion, as may be 
observed from Table B of the precetling chapter, w'as sufficiently high 
to raise the availability of fabric supplies per capita from 1 1.0 sards in 
1 to 18y8-yi), to 12.() yanls a decade later, without anv major 

crisis in inventories developing. 

The e.xpansive tendencies, which continued to operate upto lyiq, 
more or less, may not be interpreted so mucb as absence of newer com- 
jietitive contacts as the slow and gradual assimilation of the latter. This 
is obvious from the following table : 

(ill million \;ii(is) 


Source of Cloth supply 

1896 97 
to 

1906-07 

to 

Increase 

1 

1898-99 

190S 09 

; Quantity 

Porcentagi 

Mills 

295 

667 

372 

— 

126% 

Handlooras 

996 

1.072 

76 

8% 

Imports 

1,911 

2,154 

243 

13% 

Total Supply 

;i,202 

3,892 

691 

21% 
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Of significance is the fact that out of the increase of O91 in. yards 
in the internal cloth supply, 53% is attributable to the mills, 34% due 
tb imports, and 14% due to the handlooms. Although the quantitative 
relationships may not be advisably overstressed, it is not unimportant 
that in terms of the accretion to total supplies, imports should have been 
a smaller gainer (13 than the mills, and that handlooms were not 
able to expand, judged by their share of the expansion, or by reference 
to the ejuantity f)f their additional production, at a rate comparable with 
cither mills or imports. 

It is also clear that during the same |xriod, the importance of the 
yarn market became less to the mill industry, and continued to diminish 
in volume, although not at the rate likely to be suggested by the figures 
for 1916-17 to 1918-19 which record the influences of the War and 
which more properly belong to our next section. The supporting 
figures are given below :— 



189C>-7 

1906-7 

1916-7 


to 

to 

to 


1898-9 

1908-9 

1918-9 

1. Production of yam 

464 

650 

652 

2. Production of yarn for sale ... 

395 

488 

318 

3. Proportion of yarn consumed by mills ... 

14% 

25% 

52^- 


Contemporaneous and coincident wnth the increase and the greater 
rate of increase in mill production was an extension of the range of 
competitive contacts between mills and imports, as well as mills and 
handlooms. It arises partly out of diversification of production, and 
partly out of the strengthening of the position of mills in certain lines 
of production. The latter is seen from the fact that between 1907-08 
and 191 ^^14, production by mills increased from 808 to 1,1 (>4 m. yards, 
i.e. by m. yards, divided as follows : 

Grey and Bleached Piecegoods ... m. yds. ( 53 %) 

Coloured Piecegoods ... 164 m. yds. ( 47 /{') 

The remarkable dimensions of the growth of coloured piecegoods 
arc grasped more adequately when viewed as the percentage increase 
above the 1907-08 levels of production—128% above 1907-08, in 
1913-14. 

Likewise, of the additional 192 m. yards bleached and grey piece- 
goods, shirtings and longcloth claimed 85 m. yards, and dhoties, 47 
m. yards. 

The rise of new industrial units was a universal characteristic 
during the period and although the expansion achieved in Bombay City, 
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the first major area of locational concentration, was not small, there was 
unmistakable proof of a lag in its rate of expansion. This may be 
judged from the figures submitted on page 139, which also incidentally 
bring out the considerably slower rate of addition of new spindleage, 
as compared with the rate of expansion of loomage. 

To place matters differently, in Bombay City additions to existing 
mills were tlic principal source of additional equipment ; in Ahmcdabad 
and the rest of India, new mills were the main factors in bringing addi¬ 
tional equipment into existence. Furthermore, the rapid expansion of 
loomage was already making mills more important as producers of the 
final consumer's goods, cloth, and also tended to diminish the importance 
of Bombay as a central market for fabrics produced by Indian mills. 

The position of mills on the eve of the First World War may now 
be summed up. 

(i) Growing in an expanding final market for fabric.s, mills 
had increasingly integrated the production of fabrics with that of 
yarn, but the quantity of yarn produced for sale increased at a 
slower rate than did cloth produced by the mills, although the 
quantities involved in the yarn market increased sizeably. 

(ii) The expansion of the pre-war period favoured mills more 
than it did handlooms, or imports. 

(iii) Production was increasing, as was equipment, botlt 
because new units had entered into the productive field, as also 
because old units, especially in Bombay City, were adding to their 
own equipment. 

(iv) The rate of increase in mill production was a sure 
indication of the necessity developing, in a foreseeable short jx-riod, 
of diversifying production into new lines, implying as certainly 
increased competition with imports as well as handlooms. In 
other words, the point wdien the growth of the market as a w^hole 
could not have contained the faster rate of growth of the mill 
industry, without causing displacement of one or the other supplier 
in the market was clearly observable by 1914. 

2. The Second Phase of Evolution (upto 1940). —Before the 
triangular contest between mills, handlooms and imports could approach 
the more effective state of competition, the First World War intervened. 
Imports declined rapidly from the pre-war level (2,700 m. yds.) to 
being a third of that level by 1918-ig and 1919-20. The ratio of yarn 
utilised for weaving by mills to yarn produced increased, being the con¬ 
verse of a sharp decline in the quantities of yarn available for sale. The 
rate of increase in the share of the mills in the total market for fabrics 
w^as accelerated further to take advantage of the profit-op]:x)rtunities 
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srising from the shortfall in the total cloth supply, and the allied and 
partly consequent development of a seller’s market in cotton textile pro¬ 
ducts. A comparison of the position between 1906-67 to 1908-09 and 
1916-17 to 1918-19 brings out the fact that unlike the years before the 
War, the growth of fabric production inside the mills was not taking 
place as a part of a general tendency towards expansion at all. 


Source of Cloth Supply 

1906-7 to 
1908-9 

(in million yards) 


Mills 

667 

Imports 

2,154 

Handlooms 

1,072 

Total Supply 

I*er Capita Availability of : 

3,893 

Cloth 

12.6 yds. 


191&-17 to 


1916-19 

Quantity 

1 Percentage 

1,301 

i 634 

+ 95% 

1,397 

.757 

-35% 

720 

-352 

-32% 

3,418 

- 47 s 

-12?;; 

9.8 yds. 


-22“o 


The mills were enabled, in addition, to diversify their production 
ranges further, the shift to counts 21s to 30s being significantly per¬ 
manent, The production of yarns upto 20s, however, continued to 
remain the staple product of the industry. 

The importance of this small phase should not be under-estimated, 
because some of the features associated therewith were temporary and 
transient. It is more properly understood as an accelerated extrapolation 
of the growth trends noticed in the earlier period, occurring simul¬ 
taneously with the reversal of the pre-w^ar trends in the supply of im¬ 
ported and handloom fabrics. At the end of this period, mills had 
already exceeded the supply originating from handlooms, and reached a 
stage of equality with imports. 

The greater share of mills in the supply of cotton textile proilucts, 
and the possibility of their adding to this share is the crux of the problem 
of the cotton textile situation during the inter-war period. The com¬ 
parison of the supply position during 1906-07 to 1908-09 and 1926-27 
to 1928-29 made below effectively brings out the nature of the long¬ 
term tendencies at work :— 


Source of Cloth Supply 

1 

]90(>-07 to 
1908 09 

1926 27 to 
1928-29 

Change 

1 ” 

Quantity | Porcentnge 

(in million yds.) 

Mills 

' -”667 

1.943 

f+ 1.276 

4-191% 

Imports 

2,154 i 

1,870 

- 284 

- 13% 

Handlooms 

i 1,072 

1,000 1 

- 72 

- 6% 

Total Supply 

1 3,893 1 

4,813 

1- 920 

+• 23% 

Per Capita. Availability of 
Cloth 

12.6 yds. 

13.0 yds. 

i 


1 3 % 
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In other words, the growth of production of cloth inside mills, by 
1928-29, Was synonymous with parallel displacing movements in the 
shares of the other suppliers. The very small rise in the prr capita 
availability of cloth reflects the fact that general economic progress pro¬ 
bably afforded negligible support to tbe growth of fabric production. 

The loss of the export markets in yarn was rapid after the end of 
the First World War, and although the Indian ofltake of yarn for sale- 
remained at pre-war levels, it was not possible to maintain the production 
of yarn for sale at the pre-war levels. The strain on the ‘ yarn ’ pro- 
eluccr ' may be gauged from the following data ;— 


(in million lbs.) 

1 

1906-7 to 
1908-9 

i 

1926-7 to ' 
1928-9 

Change 

Quantity j Percentage 

1. Yarn produced (A) 

650 

' 755 

1 

+ 105 + 16% 

2. Yarn produced for 
8ale(B) 

488 

272 

— 214 : —44'% 

:i. {B)a8%of(A) ...i 

75% 

36% 



The strains that were implicit in the production trends of the 
twenties were accentuated further by a number of other causes dealt 
with in the succeeding pages. 

(«) The Growth of New Mills *.—As a necessary corollary of the 
profits of the seller’s market during the later years of the First World 
War and the post-war years was an erection boom that gathered delayed 
strength. Whereas 2 mills were in the cour.se of erection in 1919, 3 in 
1920, and 7 in 1921, there were no less than 44 mills in the course of 
construction from 19 22 onwards. 

The net result was the addition of 54 to the ranks of working mills 
during 1921-22 to 1929-30. Loomage expanded from 144,000 to 
179,000, and spindleage from 79 to 91 lakhs. 

In the decade just preceding the Second World War the tem|XJ of 
new erection remained at a high level and indeed, the later half of the 
decade, as may be seen below, saw the post-war (I) boom rate of new 
erection being maintained :— 

3. In hi.s lestimony before llie Tariff Board of icjaff. Sii- N. X. Wa<lia made it 
clear that the losses of spinning mills were greater than iho.se of weaving 
mills. Vol. II, p. 170- 

4. The section is based on data abstracted from Mehta S. D., lioonis o Drfnrssions 
in the Indian Economy, iin))iiblishe<l M.C:c»m. I’licsis, i()p). pp. loo rt srq. 
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Post-war (1) Boom. 
Peak of New Mill 
Erection 


1930 to 1934. 1 1935 to 1938. 

Annual Range of New Mill | Annual Range of New Mill 
Erection Erection 


14 mills (1922 ) 


17 to 2.7 mills 42 to 47 mills 


The growth of the mill industry during the inter-war years is 
remarkable because it is clear evidence of the fact that the ‘ atrophy * of 
Bombay mills, as Professor B. P. Adarkar ^ calls it, was not shared by 
the rest of the mill industry, and the latter probably contributed, to 
some extent at any rate, towards deepening it. It may also be reason- 
ably regarded, as a converse of the intensification of the competition 
among mills, and as the extension of the range of competitive contacts 
with foreign producers. 

It may also be noted that tlic {)rogress of the industry as a whole 
was tempered hv increasing surplus capacity. This may be seen 
below : - 


(Annual Average) 


Poriod 

No. of Idle Mills 

Spiudleage of Idle 
Mills (2',) 

Loomage of Idle 
Mills (%) 

1910-16 

23 

5.20 

2.40 

1917-22 

9 

1.26 

0.68 

1922- 30 

26 

3.75 

3.28 

1930-37) 

29 

5.80 

6.40 

1935-38 

29 

Not available 

Not available 


The increasing incidence of idle capacity for the weaving section 
of the industry reflects the intensification f)f competitive tendencies in 
the cloth market. 


The addition of new mills has to be viewed in relation to their 
regional locale—low-wage regions “ like South India, or Native States 
where factory legislation was tardy in enforcement or non-existent, 
income-taxation had very low incidence (if any), and where frequently 
(iovernment support actually sponsored industrial expansion. 

It was brought out in an earlier chapter that the ‘ yarn ’ industry 
recorded the most important regional shift of this character. 

{b) Increasing Competition with Foreign Producers.—Implicit in 
the production trends before the War (I), com|Tetition with imported 
supplies of textiles was extended and intensified during the inter-war 
period. 

r,. /ndififi J'isail j). r! srq. 

li. S(‘(‘ (:h:i|)tcr If: lltr* W;igc Siiiiiiiiftn, 
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The competitive struggle with foreign suppliers took place on all 
the three fronts : quantities placed in the market, their composition 
according to varieties, and the prices at which the goods were disposeil of. 

The great displacement caused by Indian mills ol the foreign pro¬ 
ducers and (partly, also of the handlof»m producer), is summarised 
below :— 


— 

' Indian Mill Produo- i 
tion of Cloth 
(m. yds.) 

Imports of Cloth 
(m. yds.) 

Total 
(rn. yds.) 

1926-27 

2,259 

1,759 

4,018 

1938-39 

... : 4,269 

631 

4,900 

Change 

... : ^ 2,010 i 

— 1,128 

. 882 


I 


The addition to the overall supplies of machine-made fabrics is 
only inadequately revealed in the above figures, although even accord¬ 
ing to that tlata tlie annual rate of population growth was only one-half 
of the rate of growth in fabric supplies. The growing use of hosiery 
[)roducts and imported art. silk (rayon) fabrics constituted another addi¬ 
tion of major dimensions to textile supplies, during a decade characte¬ 
rised by the greatest decline in agricultural incomes. 

In other words, throughout the last decade of the inter-war period, 
an effective excess of supply over demand for textile products was con¬ 
tinually depressing textile markets. 

It should be noted that although the import of cotton textiles was 
a shrinking category " (see Table C in the preceding chapter), the share 
of Japan as a supplier rose consistently after 1923-24, mainly at the 
exjKnse of the United Kingdom : 

Pcrcnilagc Share in I he I'alae of Colton Piecegooda Inilwried into India 




United Kingdom 

Japan 

1900—1914 

...1 

90 to 95% 

0 to 2% 

1915-1919 

.. ! 

70 to 93% 

2 to 28% 

1920-1925 


79 to 86% 

10 to 14% 

1926-1940 

... 

32 to 80% 

14 to 55% 


Details (ullatetl IVoiii Vinkalasubbialf, M., Ihc Joreigu Iradc of liulia. 

7. Applying the same ratios oi cloth and yarn weight, hosiery prodncis (imported 
as well as exported) accounted for nearly 200 ni. yds. and imported rayon yam 
and fabrics for probably another 150 ni. yds. 

8. Sec the later section on stock cri.ses. 

i|. Sec Vakil N.. and Mahiste D. ConnncrrlaJ Rrlaiions hrt.ccru India J 
Japan, p. <17. 
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Japanese competition was fostered and favoured by many circum¬ 
stances. 

The devaluation of the yen while it was in progress accounted sul)- 
stantially for the cheapness of Japanese products."’ Hut Japanese 
success was not built exclusively on the transient advantages of a foreign 
exchange policy. 

Japanese wages were low, although not in comparison to wages in 
India.” Overhead charges were kept extremely low, and business was 

m. See arlidf by I’eai.se, Amu* S., the International Cotton Bulletin, pp- 

KKj'iK). Aeiordinj; to Mr. Pear.so. ir, t(> i8% of the lower cost of the Japanese 
product, a.s compared to 1 aiicasliire, was due to the devaluation of yarn. 

11. Japan tlid not pay lower waj*es to a worker, althougli its waj^c bill for a given 
cotnpleiiient ol inacliinerv were delinitelv lower. 1 he ligures subiniti(‘d below 
iiysialli/e this fati : 

Spinning in jot ^os Yam 



Wages per week 

No. of workers 
i per 1,000 spindles. 

1 Wages per week 
; per 1,000 spindles 

Japan 

£0-11-9 

6.1 

£3-12-6 

US. A. 

£3-11-9 

3.4 

£12-3-9 

U.K. 

£2- 0- 3 

4.0 

£7- 7-6 

British India 

£0-10-3 

15.0 

£8- 9-0 

China 

£0- 7-7 

8.9 

£3- 7-5 


Source: l^PP Repoti oti tlie ('otn.)n Industry, p. 


'I'he conclusion is tliai llie level of Japane.se. wages was (ciTainly an impoiiant 
factor in Japanese compelition with F.ngli.sit te.Miles. As against India, the 
superior technical skill of the Jai)ane.se industry was the main factor. 

The following details adapted from Arno Pearse’s Hook on the Japanese Clollon 
Industry (p. luf)) and the PKP Report (p. ik'7) reveal the rapiil progress oi 
Japanese labour deploymcni lercls, that were lowtu than those obtaining in 
n loik*. 


Kumher uj workers employed 
per loo looms 


1912 

njaS 

193:5 


log 

0.3 

18 to g7 


Against the aliove must be juxtaposed the slov progress in India 

towards siipcaior levels of labour deployment, where even in 1944 single-loom 
weaving was not uncommon. 

Til is ama/.ing diffctence in the rates of technical progress of the two indus¬ 
tries has not received the de.scrvcd recognition, although the Fiscal Commission 
of 1948-19 (Vol. 1, j). (>7) grants grudging cogni/ance thereto. 

Indeed, as Prof. On hard maintains, the e.siiinurc of the Tariff Board of 
1926 that Japan posse.ssed an ‘ unfair ’ advantage of 4%, was inadequate. 
Ba.sed on Indian practice, it failed to take into account the costs of the dor¬ 
mitory system, and the extra lighting costs involved in double shift-working. 
{Vide Japan’s F’cononiic Position, p. 440.) 

It is obviously unnecessary to contest, in the light of the above data. Prof. 
Adarkar’s contention that the ratio of J5. (id. was the villain of the piece in 
the ‘ atrophy ’ of Bombay mills as argued in his Indian Fiscal Policy (pp. 

137-8). 

(Incidentally, the first table in the huitnote exjilains also the import f)f 
siibsianiial (jiiniitilies ol Chinese yarn on the eve of the Second Worhl War.) 
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organised in the family spirit. Business was transacted on verv small 
margii:^, and direct contact was alw'ays made with the traders of the 
importing countries, hurthermore, the fapancse policy of maintaining 
large stocks in the import markets, and the extension of better credit 
facilities to local merchants were also acting in the same direction. 
Iking big buyers of cotton, the )apanese had a strong bargaining posi¬ 
tion, a position the advantages of which were fully realised by averaging 
out the costs of higher-priced cotton bfjught earlier, with cotton bought 
subsequently at lower prices.'' 

In terms of technique Ja{)anesc advantages were equally varied and 
numerous. The large-scale Japanese mill specialized on the production 
of a few' varieties. Double-shift working w'as a widely utilised advan¬ 
tage. Facile adaptability and the swift adoption of major technical 
changes were made possible by the grow'th of an indigenous industry 
manufacturing textile machinery, at prices cheaper than England or 
even the expanding South of the United States." 

Apart from the skills in marketing, technique and organising 
capacity the Japanese w'ere also not free from very loose methods of 
costing, as is pointed out by Arno Pearse." Their depreciation policies 
have not always been sound (see the following table), and the main 
basis of computation has always been current costs." 


DepreciatioD as % of 
[ixod assets 


Less than 2% 

2- 3?;', 

3- 5% 
5-10% 

10-15% 


Number of years, durine 1906--27, in 
which the rate was charged 


1 

5 

5 

(i 

4 


Moreover, the rate of depreciation charged in the years 1922-27 
was barely 3.31% annually of the fixed assets, as against a pre-war 
average of 4.44%, and the ‘ w^ar ’ period average (1916-21) of 11.42%. 

In fine, Japanese competitive capacity was based mainly on firm, 
real foundations, although it is not unlikely that their pricing plicies 
did not always take all elements of cost into consideration."' 

II*. Arno Pcarsc records this fact in his as well as in his study. See the 
Cotton Industry of JajHni t China, p. jS, and the arlicle iiicniioncd in the 
preceding footnote. 

Sec Tcarse Arno, op. cit., p. 85. 

14. Pcar-sc Arno, op. fit., p. 35. 

jr,. Based on data supplied in Arno Pcarsc’s Ixwk. 

lii. Dr. W^issclink, after an elaborate investigation, concluded that the widely held 
view that Japanese mills recei\ed a direct snhsidy from the (iovernment wa 
not correct. {Vide PKP Report, p. 121.) Arno Pearse ‘ of the same view 
(op. cit., p. 12). Whatever the iriilh, the offer of Japanese inaniif.Kturers to 
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The severity of Japanese eomj)etition was felt more acutely by 
Indian mills, and especially mills in Jlombay City, because of its con¬ 
centration on particular varieties of cloth,*' tJic Japanese cloth being 
slightly superior, and a little more attractive " than the counterpart 
Indian products. The comparatively limited growth of processing 
facilities in Indian mills upto ig^o or so w^as another handicap to the 
Indian industry. 

To conclude, Japanese comjietition, notwithstanding the shrinkage 
in the volume of the import trade, intensified the internal competition, 
and the two factors taken together, were responsible for creating a pro¬ 
longed period of wx*ak selling by the producers of textile goods. Sup¬ 
plemented in the forceful ness of their operation by other factors 
mentioned in the next few' paragraphs, tlie Indian market for cotton 
textiles was never more keenlv catered to than during the inter-war 
period. 

(r) Declining Prices.—Throughout the inter-war period prices of 
raw cotton as well as cotton piccegoods and yarn were sagging.^'* The 
decline in cloth prices is indicated below',"'* by w'ay of illustration - 




— 


1 

V’ahie of Indian mill-made 
cloth (per yard, in pies) 


1920—21 



... 76 


1925-26 


... 

44 


1930—31 

.. ... 

... 

44 


1933—34 


... 

36 


1936-37 


... 

30 


An allied aspect of the decline in prices is the instability, in the 
short period, that became an integral part of the market situation. This 
is brought out in the following table :— 

sdl lo an Iiuliaii mill Japanese icxiilcs, so stamped that the markings (‘ Made 
in Japan ’) (.oiild he easily leinoxed, and rej)la(;ed by tlu* name of the mill 
(omjiaiiy. wliieli would enable llic goods to be j)asscd off as being of Jndian 
manijla(tine is against the view that they were always seiupulous in their 
dealings. (Cidr (h)>crnment of India Circular to Millowners’ Associations, 
reprodiued in Aiinuid Report, 1935. Millowners’ Association, Ahmcdabad, 
p. S02.) 

17. See written statement submitted by the Millowners’ Association, Bombay, to 
the Tariff Board, Vol. IT, pp. ;ji and 177. See also Hardy C. S., Report 

on the Import J'arif} on (lotton Rircegoods and on External Competition in 
the Cotton Riecegoods Trade, p. 49. 
iS. Ahmedabad Millowners’ I*'.videuce, op. rit., p. 44. 

19. Declining textile prices during the period were an international phenomenon. 
So too were many of the attendant problems. Sec Report of the British 
Working Party, Colton, Note, by Prof, jewkes, p. 245 ; also PEP Report, p. 25. 

20. Data partly Irom Ihof. M. P. (Gandhi’s WTitten statement lo the Tariff Board 
of 1932 (Vol. II, p. 240) and partly from his Cotton Indnstrv Annual, 19.^7, 

p. 66. 
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Value of mill-made cloth 

Period 

Maxima 

(in pies) 

Minimti 

Range 

1909—10 to 191.5—l(i 

27 

21 

(i 

1920—21 to 1925—26 

7 (\ 

44 

32 

14 

1929—30 to 193(>—37 

44 

30 

The decline in price.s 

Itad many-sided ramilications. 

Mills con- 


sidcrably lost their financial resources/' and consequently, llicir bargain¬ 
ing strength. Dealers became more and more conscious of their 
bargaining strength although their losses were sizeable, breeding a 
psychology of caution that often desccndctl into fear.'' 

(d) Recurring SttKk Crises.—Rapid accumulation of stocks of 
cloth with the producers occurred frequently during the intcr-war years. 
Mainly confined to mills in Bombay (^ity during the 1020’s, the process 
of stock accumulation became more universal during the iqyi’s, and 
affected the industry as a whole. 

During each of the years after 1922 and upto ujiS, mills in 
Bombay City had unsold slocks of cloth in considerable excess of their 
normal or desirable levels. The stock position of Bombay Mills is sub¬ 
mitted below :—(For Table see next page.) 

That the inventory crises were mainly localised till the 1930's to 
Bombay mills is apparent from the erection boom of the twenties in 
other centres, as well as from the general absence of the mills in those 
centres from submitting testimony before the Tariff Boards of 1926 and 
1932. 

The Great Depression of the thirties and the accelerated trends in 
production had their cumulative, pervasive influence on the entire mill 
industry, and there is reason to believe that the position of mills in other 
centres worsened more rapidly as compared to Bombay. It is shown 
below that the average level of mill stocks w'as higher, both in absolute 
as well as relative terms, for the entire industry, while unsold stocks of 
mills in Bombay City declined to, and remained at substantially low^r 
levels, especially after j 933' 

21. See also PEP Repoil, j). Rrilisli expciieiue. In the ra.se ol the liomhay 

iniil industry the reduction in paid-up capital from Rs. 2.040 lakhs in i<)2.H-24 
to Rs. i,sGc) lakhs in 19^7-38 is indicative of the .strain on financial icsource.s. 
(Details froin Mehta S. D-.^ij). cit.. pp. 135 and i(»3.) 

22. Sec evidence suhinitted to the Tariff Board, i92(>, hy the Millowneis* Associa¬ 
tion, Ahnicdabad, pp. 497 and 503. 

23. From 1926 to 1948 the Monthly Statistics of Spiiiiiiiig and AVcaving gave a 

~ statement every year of the quantity of ‘ woven goods in .stock with the mills 

on April 1 It is not clear whether the .stocks as given include all uncleared 
.stocks, or oiilv the unsold stocks. 'Ffie jirohahiliiy is in favour of tlie fornur. 
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(/n bales) 


Unsold Stocks of Cloth witli 

Member (Bombay) Mills of Excess or Deficit compared 
Miilowners" Association, with 1929 (average) 

Bombay 


1922 

Doc, 

31 

84,000 


31.000 

1923 

Mar. 

31 

104.500 


51.500 


Aug. 

31 

141.U00 

' + 

188.000 


Dec. 

31 

98.(K)0 

+ 

45.000 

1924 

Mar. 

31 

6 : 1.000 

t- 

10.000 


Aug. 

31 

66.000 


13,000 


Dec. 

31 

75,000 

T 

22.000 

1925 

Mar. 

31 

105,000 

■f 

52.000 


Aug. 

31 

117.000 


64.000 


Dec. 

31 

53.000 

-f- 

64,000 

1926 

Mar. 

31 

61.000 

+ 

8.000 


Aug. 

31 

101.000 


48,000 


Dec. 

31 ...! 

89.000 

1 -t” 

36,000 

1927 

Mar. 

31 

72.000 

T' 

19,000 


Aug. 

31 

73.000 

; - 1 - 

20.000 


Dec. 

31 ...| 

105.000 


52.000 

1928 

Mar. 

31 ...| 

117.000 

4 ’ 

64.000 


Aug. 

31 

47.000 

; — 

6.000 


Dec. 

31 

31.000 

i 

12.000 

1929 

Mar. 

31 

53.000 




Aug. 

31 

44.000 


9.000 


Dec. 

31 

61.000 


8,000 


Soiirtr: Based on daia published anniialK b\ the Millcnviieis* Assoeiaiion. Bom 
bav, in ils Annual Rejuuls. 



Stocks of Cloth with Indian Mills 

j Stocks with Bombay 
Mills on March 3lBt 


on April 1 of each year 


Quantity 

1 (in m. yds.) 

as % of Production 

(in bales) 
(unsold) 

1926-29 

270 

12.7% 

76.000 

1930-33 

446 

16.0% 

88.000 

1934-37 

518 

15.3% 

32,000 

1938-40 

748 

18.1% 

12.000 


Stock-carrying was in the intcr-war period, in the main, a function 
of the distributive agencies, and not of the cloth producer. It is, there¬ 
fore, probable that the gravity of the stock position throughout the 1930’s 
is only inadequately delineated in the above data. 

It is also arguable that Bombay mills had increasingly transferred 
the responsibility for production decisions to the trade. 

Ncilhcr the fenirorial composition of the former, nor the stock of yarns is. 
however, available. It is probable that these figures do not reveal the gravity 
of the stock situation fully, because the usual peak of slo(ks (see Bombay data 
above) is in Augusi. and n(»i in March or April. 
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Incidentally, the above data brings out the increasing lack of 
identity between per capita availability of cloth and per capita consump¬ 
tion of cloth during the decade preceding the Second World War. The 
growing excess of stocks implies a lower level of per capita consumption 
than 14.4 yards available per capita as estimated in Table A of the pre¬ 
ceding chapter, during the last triennium of the intcr-war period. 

In brief, an increasing volume of stocks became an integral feature 
of the market situation during the thirties, the 1938-40 levels being 
nearly ^^0% above the pre-depression quinquennium. 

The state of statistics does not warrant many generalisations 
on the basis of different varieties of cloth produced, but the following 
results arc significant.* ' 


Annual Average 

Production of Parti¬ 
cular Variety of 
Cloth 

Stocks of Each 
Variety on April let 

3 as % 
of 1 

4 as % 
of 2 

(In m. yds.) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 


1926-29 

1938-40 

1926-29 

; H)38-40 



Chaddars 

63 

71 

7.5 

! 

16.0 i 

12 

23 

Dhoties 

696 

1,1B2 

66.0 

203.0 

9 

1 27 

Cambrics & Lawns 

4 

136 

0.8 

44.0 

20 

1 32 

Drills & Jeans 

86 

183 

9.0 

23.0 i 

19 

1 

Shirtings & T-Cloth 

561 

1,042 

56.0 

171.0 ^ 

10 

' 16 

Coloured Piecegoods 

607 1 

1 917 

i ^ 

; 169.0 

198.0 ; 

27 

I 22 


It stands out from the above that the movements in the aggregative 
position of stocks ^^crc not reproduced in die case of each category of 
textiles, nor did the rale of expansion in tlie production of each category 
necessarily reflect itself in the volume of stocks. Thus the production 
of dhoties expanded by about 62'/^ and that of coloured piecegoods by 
^2% ; but, the proportion of stocks to the production of the former 
trebled, and of the latter declined by one-fifth. 

It is also significant that the diversification of output in the 
direction of cambrics and lawns yielded a level of stocks that is only 
slightly less than double the general level of stocks in the period. 
Over-production, increasing comjietition—internal as well as external, 
cjuantitative as well as qualitative,—sagging prices, and an expanding 
burden of stocks are, in brief, the main facets of the textile situation 
during the in ter-war period, from the angle of the cloth producer, as 
well as the yarn producer " wdiich called into operation many counter¬ 
acting tendencies discussed below. 

24. Basal on ilu* sources rneniioncti in the prcaxlin^ looinoU;. 

I'lie sliaiii on (he varn ]inxliiccr lias, lo some exienl. heen indicaied in this 
and llie Iasi tliapier, and also in llie cliapier dealing wiili the handlooms. A 
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{a) Tariff Protection —^AJthoiigh the schemes for protection 
were never laid down at any one time/' and protection was extended 
only after considerable delay/’' the agitation of the mill industry was 
eminently successful in creating high tariff barriers against imported 
piecegoods. The measures of tariff protection arc summarised in the 
Table on the next })age. 

licitlint'Mt on is not jiossihio hcuiiiso ol ilu: liiintatioiP' impost it 

by llu abstnix of rckvani ilaia. I'hc* drastic and rapid licclinc in ihc pro¬ 
duction of reeled \ain in Honiba\ i.iiv, also rel'eried lo in oilier conlexts, is 
siilimitted belou. aJt}ioui>li in pait it represents only llie displacement of esta 
blished sujipliias ])V new siipplitTs, especially in the toarscr yarns. 


Kfi'ltil )infi: f.ot////s J (.hianlitus (in /nillitfn lh\.) 


— 

Total 

' l-lOs 11-208 

i 

21-248' 

25 30b| 

32-36s'37 408; 41 

■ 44s 

1 

45-508 

5 l 8 & 
above 

192G 

1 

88.6 

38.3 

39.1 

( 

3.7 i 

1 

0.2 

0.4 

i 

0.3 

0.5 

0.031 

0.06 

1928 

41.-1 

20.2 

15.3 

2.1 ^ 

0.3 

0 . 2 : 

0.3 

0.8 

0.06 

0.3 

Change 

— 47.2 

-18.1 - 

-24.1 • 

— 1.6 

r 0.1 

— 0.2 

t 

0.3 

+ 0.03 

t 0.24 

t Vdajiied from 

(;. S. ]la 

ids. o]) 

. (it.. 

p- :i6.j 

1 







Anollur poiiiK i in the same dim lion is jnosided by the tbliowinj; details 
o( ports ol orijiin of Judiaii exports of \ain dmint; flic years l<» 


/wfnnls oj Imiitdi Yam (in imUi(nt Ihs.) 


! 


Port of Export 

1935-36 

1936-37 

1937-38 

1938-39 

1 . Bombay 

9.1 

11.1 

28.1 

27.5 

2. Other Ports 

0.6 

1.0 

12.0 

10.5 

3. Total 

9.7 

12.1 

40.1 

38.0 


<Iij[;m(‘s taken Irom Adaikar Tk I'., oji. til., p. lyti, talile Ml.) 

According to Sir James Doak. ihe thirties uiincssed inlense inlernal conn 
petition in the .South Indian yarn industry. (Yidc article in Ihe Indian 
'/'i’xtilr Journal, (Jolden Jubilee .Soioenir, p. 

An additional jirtvif is a\ailable of the competitive suet ess of mills in 
regions other than homliay I'rtivinie. .j.8 m. lbs. of Jndian yarn were the 
esiiniatetl consumj)tion of \arn by non-mill jiroducers of Jkmibay Province in 
Nearly 44% (m m. lbs.) of these icquirements were setured from 
mills in regions othet than Bombay Province. (Scv. Report of the Jiomha\ 
Rtonoinit and Industrial Suwry Committee, ^'ol. I, p. bi.) 
i'l). Por detailed surveys of the tariff policies see; 

Dey fl. P., The Indian Tariff Troblem, j». ,j- et seq. 

Adarkar B. ]».. op. cii., p. 157 ct seq. 

I'he 1 ariff Board of 19^5(1 also gives an excellent summary. 

1';. Sec Madan B. K., India and Imperial Prcjerence, p. 1G5. 

i'S. See Report of the Indiafi Tisial Commission, ir)48-.jy, \’ol. 1 . pp. 50-1. 
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Tariff Protection (%) 


1909 to 19i:i 


Nil 


1924 




1926 


iT 


1929 


11 



British * 


E'oreign 

1930 

15 


20 

1931 

2.5 


31.1 

19.35 

25 


50 

1937 

20 


50 

1936 

20 


50 


Miniininn spi'( iiir were also in lorco rmin onuards. 

Snur(< -. Keporf at ihc British \Voikifi« Parfv, f'ortoii. j). iH). 

In addition, ejiKita restrictions were imposed on the imports from 
Japan after January i, i93-}* 

In 1932-33,’ ' the duties paid w'orked out at 30.4 ,, of the total 
value of piccegoods imported, yielding a rate of 24*^^ on the value of 
British imports, and ^^-5% against japanese products. 

In 193^-39, on a similar basis, the quantum of protection 
stood at 31.3 - in the aggregate, 20-1 against British imports, and 
50'^':' against Japanese goods. 

The high costs ^" of these levels of tariff protection to the consumer 
are a converse of tlieir beneficial influence on the industry. 

Tariffs were, in a sentence, one of the most significant mitigating 
influences in the textile market situation just outlined. 

(/?) Wage cutting was sought to be enforced universally, although 
it did not meet with the same measure of success in every centre of the 
industry. Speaking broadly, wages were the stickiest in Ikimbay, and 
although high, more flexible in Ahmedabad. In most other centres, 
not merely were w^ages low^r than Bombay and Ahmedabad, but the rise- 
above pre-war levels was of smaller dimensions. 

The details submitted below sum up the situation statistically for a 
few of the bigger centres, and arc based on a study by Prof. S. P. 
Saxcna.‘“ 

2 q. C:aU;uLilc(l from liginrs in the Jirview of TnuU'. 

SO. See Dcy H. L.. op. (it., p]). «;{ f|o. During i()U2-i>(). aaoiding to Dr. Dev, 
the annual !)ur(lcn on the coiisiiiult was estimated at Rs. ir, eiores. over one- 
half of whicli went as ‘ a bonus to the ]>iodii<ers ’. , „ , 

SI .See Miikciiec R. K.. and Dev H. L. (Editors), Eamumic Prnolcms of Modern 
hidia. Vol. II, p. 1(17. 1 he data is not altogether free from metliodologic al 

defetis, being based on the average earnings of a limited number of major cate- 
gorit's of \vork(M's. 

Sec also Refyort of the Royal Cointnhs/on on ImIhud. 
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Wage Index 


Base: 1909 13 

Peak following World War I 
Number of Years for which the 
Peak or Higher Lt>vel was Main¬ 
tained 

W^age Index in 1935 

Wage Reduction (■;) from 

Post-war Peak 


On the whole, it appears iliat in no cstablishetl centre of the indus¬ 
try did wage reductions assume proportions identical to the decline in 
prices. It is cejually evident that some reduction in wages w'as uni¬ 
versally characteristic of the industry. 

(r) Reduction in the Work Force, Sujicrior Levels of Labour 
Deployment, and Capital Intensification.—Each of these three methods 
has been utilised in the cotton mill industry during the inter-war period. 
The extent and significance of these trends has been the greatest for 
mills in Bombay City, although in general, the o]x:rati()n of these trends 
has extended to other areas as well. 

The details of these movements have been supplied in earlier chap¬ 
ters and, therefore, do not need to be reproduced here. 

It is only to be noted that contrary to the view’ propounded by the 
Fiscal Commission in 1948-49, ‘ Indian mills tlehnitely approached a 
higher stage of technical efficiency, in response to the stresses and strains 
of the market situation. 

(</) Better Organisation of Sales.—The developments of the inter¬ 
war period did not substantially distract from the domination of whole¬ 
salers tiiat w^as and continued to be characteristic of the industry as a 

j 

whole. 

But the weaknesses of the old selling approaches were realised very 
acutely during the period.“ Sales occupied the managements more 
keenly during this period than ever before,” and conscejuently new 
approaches to sales methods w^erc frequently attempted by the more 
progressive mills. 

1)2. RrpOJI, |l. (17. 

See. (he iicxr thapici tltraliiig wiUi lli<‘ (hsirihuiixe agentit:s. 

()l (lie early days. Sir (aisrow AVadia said, . . (hose wert; Jiahyon limes lor 
ns all. .Steady profits, steady labour, no strikes, and ah<wc all, -no slocks ” 
(italics ours). St'c Rrrninisrrnrr.s of an Old Timer, the Indian Textile Journal, 
(iolden Jubilee .Souvenir, p. •J4. 


Bombay 

S 

C0 

1 

XI 

m 

a 

■ 1 

Nagpur 

Calcutta 

Cawnpore 

100 

182 

100 
i 209 

100 

200 

100 1 

196 1 

100 

1.54 

100 

233 

12 

IG3 

'2 

178 

4 

145 

2 ' 
142 

6 

107 

1 

146 

16% 

IS'-; 

28*:;; 

: 30% : 

31% : 

37*^. 
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I he beginnings of direct sales to retailers; and to an insigniheant 
(except for the publicity value) extent to consumers;'** were made ciuring 
this period. Prcjbably, a greater proportion of piecegoods (es[X!cially 
in the new, growing finer section of the industry) was sold under 
mill stampings than was the case earlier. Increasing attention was 
also paid to the packing and finishing of piecegoods, and a few impor¬ 
tant mills adopted new methods of j>ublicitv. ' 

Speaking generally, the net results of the attempts w^ere greater 
consciousness of the need for publicity on the part of mills, a more 
vigorous approach to the problems of selling and greater importance 
attaching to the producer's name from the point of view of the final 
consumer. 

In terms of the dimunition of the domination of the wholesalers, 
it may be repeated, these tendencies have not had any considerable 
effect.**** Furthermore, it is not improbable that the financially weaker 
sections of the Indian mill industry were actually sul)jcctcd during these 
years to a larger measure of wholesaler domination. 

(e) Abortive Attempts at Regulation of Output, and Prices.— 
Several attempts, w hich generally failed, wxtc made by Indian millowmcrs 
to counteract, by collective price and output policies, the keen internal 
competition. 

The earliest of these attempts was ilic planned merger of the 
Bombay mills under one company? as a prelude to drastic regulation and 
specialisation of output, to achieve various economics in the costs of 
production. After reaching a fairly advanced stage of planning and 
settlement of preliminary details, the scliemc 1 ailed to materialise. It 
was found that the co-operation extended, tliough substantial, w^as not 
enough to ensure the success of a venture of such great dimensions."' 

Thereafter, repeated efforts were made to achieve an adecjuatc 
measure of collective support to sclicmes for regulating output, and 
sometimes prices. 

Ihid., j). 17, aiiicU’ !>> Sir Xess \\’;i<lia. N|Hakini; ot Bombay mills. Sir Xiss 
wrifrs: “ I'iii: sclliii» or^anisalion was ifioioii^hU or»anis('fl diiiin^^ iho 30 s 
and now piacii(all\ < v< r\ inark<*liii^ lias direct ie])nseniriiion Irom mnst 

ol (he mills. ’ 

‘{(i. A noted insiame was the l>eltii Cloth Mills. 

37. Kxhihilion iraiiis, display of publicity posieis. poslc.nds inviLiii}; nimmenis 
from consuiiJCTS—these lepic'seiu; some new modes ol publicity adojiied l)v a 
few mills during the jicriod. 

3S. Advocating the adoption of rivals’ methods of selling. Kasturhhai Caibhai, the 
]>r()mincnL niillowiicr of .Ahmedahad, said: “ Clriyipled l>y the burden ol the 
defects of oiir organisations, we have concentrated on tin* j)iodiuiioii of each 
other’s sorts, marking c'acli other's marks, and iirespe(ti\e of the margins of 
profits, have intensified competition williin a limited ruld. " Report of Hit 
Afilloxinirrs' Assncialiori , Ahmedahad. i<( 35 « PP- l o- 

:\ij. For details see Cooper R. C., op. cii.. pp. r,l;; I.") : fiipori of dir Tariff 

Hoard, 1932, p. 74- 
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In 1935, a joint effort was made by the Millowners' Associations 
of Bombay and Ahmedabad to bring about a restriction of production 
to single-shift working.*^' Over 50% of the mills were favourably inte¬ 
rested in the projX)sition,‘' as against the support of 80% of the mills 
that was stipulated as the minimum for legislative sanction to the scheme 
to be applied for. 

In 1937, Sir Vithal Chandavarkar ‘‘ pointed out that tlie "‘efforts 
to bring about closer collaboration in the matter of regulation of prices 
have turned out to be futile 

In 1939/’ joint efforts were again made by the two leading Asso¬ 
ciations and a circular was addressed to all mills suggesting temporary 
restriction of production in both the day and night shifts. The res¬ 
ponse received was inadequate, especially from mills in Bengal, and no 
voluntary restriction of output was |X)ssible (except in Coimbatore).'*^ In 
the case of at least one of the Millowners’ Associations, the President was 
‘ forced ’ to resign.' ’ 

In other w^ords, each later phase of the competitive struggle affected 
larger numbers of the Indian mills, and eacli attempt at regulating out¬ 
put and/or prices had more representative sponsoring and response. 
The level of co-operation, how^ever, w'as never adequate to launch on 
efTective policies for the regulation of prices or output. 

The second phase of evolution ending in 194c), it may then be 
said, constitutes the most crucial phase in the growth of the mill industry. 
In an effort to solve the problems facing the industry, it diversified pro¬ 
duction patterns, which also extended the range of its competitive con¬ 
tacts with the foreign producers, as wxll as the handlooms. Large 
shifts in the competitive balance betw^een mills in various regions were 
also discerned, particularly in the spinning of coarser yarns. Tarifl 
protection was made available in a substantial measure, although res¬ 
trictive covenants, mooted from time to time, with respect to output anti 
prices could not be operated. A higher general level of technical effi- 
cicnev was also discernible. 

Notwithstanding the measures outlined above, the problems of 
marketing remained increasingly insistent, with the thirties recording 
an unending series of stock crises. The intensity of competition 
deepened, both territorially as well as in terms of the types of fabric 
produced, resulting in a more conscious and positive organisational 

40. See Rcjtorl of ific MiHowners* Association^ Ahmedabad, |>p. 4-5 

41. V ide Llie liilcrnulional Cot ion Hullctin, April 1935, pp. 

Quoted by Prof. M. P. (jaiidlii, in the Indian Cotton Textile Industry Annual, 
1937* P- d> 7 . 

4;',. Ibid., 19^9 Annual, pp. (17 8. 

44. The Indian Textile Journal, 19.48*39. p. 440 i. 

45. Ibid., p. 4<3 o. 
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approach to the problems of selling. Simultaneously, the association of 
a fabric with the producing agency was fostered in the eyes of the final 
consumers. 

3. The Latest Phase of Evolution.—In the years after 1939, the 
state of a seller’s market slowly emerged, and continued, speaking 
generally, upto 1951. The onset was gradual and the clinia.x was pro¬ 
bably touched in 194b or 1947. Later years recorded a slackening of 
the tempo, although i95<i-5r was an unusually profit.ible year for the 
mill industry as a consequence of the boom in exports. 1951-52 records 
a sharp reversal of these tendencies. 

The general evolution of scarcity conditions during the war years 
and its causes are well known, and do not necil to be elaborated. 

The main factors at work were : (,/) the diversion of productive 
capacity to the satisfaction of war and non-civilian uses, reaching its 
peak in 1943, and remaining at a very high level for many years later ; 
(^) the consequent scarcity of textiles for civilian consumption was made 
more acute by consumer hoarding, and mal-practiccs by large sections of 
the mill industry as well as the trade ; (c) the strong, general inflationary 
pressures operating in the Indian economy during the war and biter 
years, and difficulties associated with the failure of the transjxirtation 
system to function effectively in regard to civilian neeils, and the failings 
of the governmental machinery set up to control the cotton textile 
industry. 

There is one aspect of the cotton textile picture during these years 
which has not always been adequately apfireciatcd—the cessation of the 
flow of imported textiles. Two consequences flowed from this abrupt 
gap in the supply of textiles. Firstly, cotton t>roducers became the 
mainstay of supply even in the case of the demand for non-cotton textiles. 
Secondly, since a large projxrrtion of the imported piccegoods wa:; emn- 
prised of the finer varieties, and constituted a more important propor¬ 
tion of the total internal supply of these varieties, the contraction of 
supply therein was greater than is indicated by the aggregative data. 
The general profitability of textile manufactures as well as governmental 
restrictions and die difficulties of converting machinery to the manu¬ 
facture of finer yarns, did not actively support immediate expansion in 
the production of these textiles. The pressure on the side of demand 
was, however, manifestly indicative of the prospective shift of the pro¬ 
duction structure, once the counteracting factors lost some of their sharp 
edge. The rise in the average count of yarn spun, and die manifold 
increase in the post-war years" in the number of spindles spinning fine 
yarn haye already been referred to. These chatigcs have been in res¬ 
ponse to this fundamental tendency which has been operative since the 
beginning of the forties. 
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To place matters in another perspective, the changes in the produc¬ 
tion structure in the years after 1939 and upto 195J are not a result 
of the type of pressures under which the industry had functioned in the 
thirties. There was, speaking broadly, a shift in accordance with the 
final demand situation, but demand had lost a large part of the effective¬ 
ness it had as a lever which controlled proiluction closely. This shift 
in the production patterns is unlike the pre-war position. In the table 
submitted below, the maximum is expressed as a percentage of the mini¬ 
mum production of the same variety in any year in each of the two 
periods, j)rc-war and post-war :— 


Grey & Bleached Piecegoode 


Maximum Annual Production as Vi, of 
Minimum Annual Production 

1935-36 to 1938-39 ! 1947-48 to 1950-51 


A—Chaddars 
Dhoties 
Drills & Jeans 
Oainbrics & Lawns 
Shirtings & Longclotb 
T. Cloth <fe Domestics 
B—Coloured Piecegoods 
C—Total Piecegoods ... 


125 

310 

130 

420 

no 

150 

155 

105 

130 

no 

125 

125 

115 

140 

120 

120 


The closer correspondence of the aggregative increase in the pre¬ 
war period with the movements in the component categories is in con¬ 
trast to the post-war period, wherein sharp deviations from the aggre¬ 
gative trends are visible in the broad categories. 

Similar conclusions about the broad shift of the proiluction structure 
in accordance with final demand patterns emerge from an examination 
of the production figures in terms of the warp count used in the manu¬ 
facture of cloth. The data is supplied below :— 

(In million yards) 


Production of Cloth 


Warp count used 





1945 i 

1950 

Below 368 

... 

...; 

3,895 1 

2,202 

36s to 478 

... 

•** 

540 1 

1,200 

Above 48s 

... 

.... 

252 I 

261 

Sttnrrr \; 

(0 Goxcnimcnt 
Co'iirnilU’C, 
(:>) Oflicial Stati 

of Madras, final Rtpoil of ilit; 
hhS, j). 89. 
sii(:.s ftn data. 

Indiislrial Plaiiniii) 
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Partly, the above table discloses the response of the industry to the 
market situation of the war and later years in relation to finer textiles ; 
partly, the same data reflects the growing scarcity of coarser cotton tex¬ 
tiles, and the failure of the industry to be in balance with the consump¬ 
tion patterns, since the latter could hardly have alteretl in the 
magnitude indicatcil by the above figures against the consumption of 
coarser textiles. 

These changes in the production structures explain (i) the genera! 
availability, at stamped prices, of fine and superfine textiles in 1951 and 
1952 ; and (ii) the soaring premiums on coarser textiles and their general 
non-availability in the open market almost upto June 1952. 

Incidentally it is to be noted that the latter circumstance has 
induced, to some extent, the operation ol ojiposite tendencies. 


Cloth Production in the State of 
Bombay (Montlily Average or 


Textile CoromiHsioner's Claesifica- 
tion of Cloth 

Calender Month) 

Difference 


1950-51 

i October 1951 


Coarse 

13 

11 

1 + 49 m. yds. 

Medium 

67 

118 

Fine 

100 

78 

1 — 25 m. yds. 

Superfine 

22 

1 


Sourtc: 'J'lic Bulletin ol llic Burcan of Fcoiioiuics and Siaiistio;, October 1951. 

The production adjustments, it may be noted, arc not small. In 
the case of coarser textiles, they imply a 50% increase in the rate of 
production, and in the case of finer textiles a decline of nearly 2^% in 
the rate of production. Inasmuch as decisions of this character involve 
sizeable financial costs, unlike decisions to change from one variety to 
another, these figures may safely be regarded as reflective of the greater 
importance of demand presently as a factor in regulating production, 
than was the case only two years back. 

In fine, production patterns have been highly unstable in recent 
years. Notwithstanding the former, large-scale conversion of textile 
equipment to the production of finer yarns and cloths has taken place 
in the post-war years. It is also clear that to .some extent this trend has 
been overdone, requiring opposite, corrective tendencies to come into 
operation. The latter, it is submitted, constitute prima jade evidence 
of the gradual reversion of the textile market to a condition of normalcy. 
The succeeding paragraphs bring out the extent to which sup})orting 
evidence renders this interpretation feasible. 
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TJic pre-war supplies of cotton textiles in India worked out to a 
little more than 14 yards per capita.**" The upward trend in stocks 
throughout the thirties was more pronounced in the years just preceding 
the War, and it is not unreasonable to argue that the actual level of 
per capita consumption was nearer 13 yards, the pre-depression level of 
per capita availabilty. 

In 1948 to 1950, apart from the shifts in the component categories 
of total supply, per capita supplies rose to 12.7 to 13.0 yards. 

In 1951-52, there has been a further increase in the availability of 
cotton piecegoods, partly because output has increased, and more 
important, because exports have declined from 1,268 m. yds. in 1950-51 
to approximately 420 m. yds. in 1951-52. The former represents an 
addition of nearly 450 m. yds., and the latter an addition of another 800 
m. yds. to the internal sujijily of cotton textiles, the per capita increase 
being of the order of 3.5 yards in the case of mill goods alone. 

As compared to the pre-war per capita supply, namely 14 yards, the 
per capita supplies in 1951-52 may be placed between 16.5 to 17 yards. 
As compared to the immediately preceding triennium, 1948 to 1950, 
per capita supplies in 1951-52 are higher by nearly 30'' ' . 

The 195J-52 levels of proiluction, taken together with the great 
decline in export markets, crystallise the final emergence of a market 
where buyers once again resume supremacy and competition assumes a 
keener edge. Deprived of the suppirt of inflationary general condi¬ 
tions, cotton textile markets face the problem of adjusting the real levels 
of consumption substantially higher, in a short jicriod of time, to match 
a larger volume of internal supply. It is not possible to dogmatise on 
the point, but it is doubtful that general economic progress in the last 
decade or so has been sufficient to consistently support the level of 
per capita consumption 20“^/', above tlic pre-war supplies of cotton piece- 
goods, which were themselves in excess of actual consumption. 

The magnitude of the adjustment required may be appreciated 
from another angle as well. A per capita rise in availability of similar 
dimensions—3.5 yards—took nearly forty years to crystallise as a per¬ 
manent feature.'' It is now imperative that a similar upward shift be 
made in a period that may only be a tiny fraction of the time taken 
for the early achievement. 

Stocks.—The volume of stocks with mills reflects the difficulties 
of making these adjustments. The data submitted below brings together 
the relevant details ; 


4(1. St!c Tablr \ in ilu; prcccclino rliapur. 
47. Ibid. 
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Mill Shuhs (il nr 

tilunil Ihc end 

nf !h(‘ 

Pciind 

I94h 1947 

1950 i 

January 1951 Decomber 1951 

Yarn , Cloth ; Yarn Cloth 

Yarn Clotii , 

Yarn ; 

Cloth , Yarn Cloth 

1 

43 : 260 ; 48 231 ] 

41 282 

42 

262 59 42-5 


Sifintr: Mnnilily Al)stra<i ol Siaiisiics, 


It is clear from the above table that the level ot stocks at the erul 
of 1951 was nearly 25% higher in the case of yarn, aiul 65" higher in 
the case of cloth than the level of stocks in the seller’s market of 
or 1947* It is equally evident that the growth in stocks lias taken 
place in the course of ig^r. 

The 'March Slump' in the prices of textiles/ apart from the 
extent to which it reflects general tendencies in the economy, is thus 
an extrapolation of the more fundamental trends at work for over a year. 

To conclude, the trends in tlic total supfily position, and the con¬ 
sequential changes in the stock and profit positions of the mill industry, 
bring to the fore several problems that were crucial in the last years 
of the inter-war period. The partition of India has aggravated the 
problems by rendering available for internal supplies those piecegoods 
which formerly commanded an exclusive market in those areas. The 
quantity thrown on the Indian market, as now politically delimited, is 
probably of the order of 1,000 m. yards a year, or roughly a c]uarter ot 
the annual mill production. 

In brief, the seller’s market characteristic of the years upto 1951 
has ceased to exist. Competition has assumed a keener edge, mildly 
reminiscent of the thirties. The structural conditions manifested in the 
present relative positions of each supplier in the cloth market (especially 
the growth of the powerloom industry with nearly 35,000 looms) and 
the aggregative relation between total supply and effective normal Indian 
demand, render the economic balance of the mill industry extremely 
delicate, and easily liable to be unfavourably altered. 

.^8. I'hc heavy slump in Icxiilc pi ires is all the more serious wlien ii is aj)pre( iaied 
that the industry then had a stronj; ease lor an upward re\ ision of eluih prices, 
fixed under ihc Tariff Board formula, apart from the quesiion of the exact 
measure of such a chaiij;e. Ihe paradox in the situation may he put thus: 
if the marketing of cotton textiles at prices (notwithstanding a drastic 

relaxation of the control on distribution), is not uniformly j)ossi!)Ie for the 
industry, how will it be possible at higher price levels, either ? 

'Vhc rising volume of stocks throughout 1951 and possibly upto December 
iqr,2 is definitely against a eomplaceiu view of the position. 

Briefly, costs may wanant higher final prices. But. does the st:n<' of final 
cleiriam! sanction thc'iii z 




Chapter VII 


THE ROLE OF THE DISTRIBUTIVE AGENCIES 

The role of the distributive agencies in the markets for cotton textile 
products is not easy to assess in detail, although the broad contours of 
their relationship with mills are reasonably clear. The present brief 
chapter is directed only at a delineation in these narrow terms, the pro¬ 
positions established being essentially qualitative rather than quantitative 
in character. Attention is mainly directed to the wholesale trade. The 
treatment of the retail trade is unavoidably sketchy.’ 

A. THE WHOLESALE TRADE 

General Review.—The w holesale trade in cloth was regionally con¬ 
centrated at the beginning of the twentieth century, and upto 1914 in 
Calcutta, the chief port for importing cotton piecegoods, and Bombay 
City, tlie major centre of the production of coarser types of piecegoods 
and yarn. 

With the later shifts in the relative importance of various suppliers 
in the Indian market, Calcutta became slightly less inqwrtaiit and Bom¬ 
bay slightly more important as a trade centre. The growth of mills 
outside Bombay, especially when the latter wxtc supplying specific 
regional requirements, wTjrked to the detriment of Bombay’s propor¬ 
tional importance, although its significance as a central market which 
determined prices for Indian cloth was never affected. 

The growth of indigenous production, and its increasing diversifica¬ 
tion into fabrics formerly produced only by the foreign suppliers, placed 
the mills of India in keener competition with imports on the one hand, 
handlooms on the other, and amongst themselves. In other words, the 
wholesale trader was enabled, particularly during the inter-war period, 
to buy his requirements from a larger number of producing units, spread 
out regionally all over India and the rest of the world. The textile pro¬ 
ducts of Italy, France and China were thus imported into India, besides 
the produce of Japan and the United Kingdom. Likewise, the products 
of South Indian and Central Indian mills were sold in Bombay State 
in direct competition w^ith the local output. The products of power- 
looms w^ere likewise actively sponsored, although before the Second 
World War the quantitative significance of the trend was small. Sup¬ 
ported by the weak bargaining jxxsition of the mills, and the possibility 
of setting up one competitor against another, the wholesale trade was 

I. Tlic propositions brought togcilicr in this chapter are mainly the result of 
personal amversation and observation. The main principles apply to the yarn 
marktrls, whith have not been treated separatelv. 
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actively assisted by the basic trends in production and total supply durint^ 
the inter-war period. 

The tendency of prices to ilecline, of course, affected the trade, aiul 
probably more seriously than it did the mills. It was iuAolveil in losses, 
and profits were small in relation to the risks involved, resulting in more 
cautious buying on their part, and the accumulation of stocks with them," 
in larger quantities than mills. But it is evident that the unwillingness 
and the caution of the wholesale buyer made him a more difficult custo¬ 
mer for the mills who had to be pleased in view of the easy supplv jxisi- 
tion of the inter-w'ar years. 

This, spciiking generally, was the position of (he wholesaler vu-ti-vi< 
the producer, upto 1940. The later years saw a gradual reversal of the 
earlier trends : the supply position w'as no longer easy, the carrying of 
stocks not only did not involve risks of losses but afforded almost 
certain prospects of ' cajiital ' appreciations, and sales ceased to be a 
problem even for the most inefficient mills. Wholesalers were dejsrived 
of most t)f their bargaining strength, and their operations came to be 
confined to the limits placed by the controls on distribution. Often 
they were enabled to do business only on sufferance. 

The re-emergence of more normal market conditions has found 
the distribution system instituted under the controls unable to cope up 
with the problems of disposing and holding output. Once again, there¬ 
fore, the tasks of distribution have generally reverted to normal trade 
channels. In the present early phase it is not |x)ssible to ascertain the 
competitive strength of their position as against the producers, and only 
the history of the years to come can show how far the pre-war orientation 
of textile markets is restored. 

Functional Role in a Normal Market.—^Under normal market con¬ 
ditions, the functions of the wholesalers devolve into the following : 
(i) acting as the intermediary between the retail trade on the one hand, 
and the mills and other suppliers, on tlie other ; (ii) acting as the main 
channels from which new production decisions, in the first instance, 
emerge ; (iii) determining, to some extent, the price levels of the final 
products in general and the relative premiums on the varieties of indi¬ 
vidual mills in particular ; and, (iv) the holding of stocks, in particular, 
and directly and indirectly financing the production of picccgoocls. 


Wholesalers as intermediaries supply to the semi-wholesale and 
retail trades their requirements, in small and desired assortmeiUs, at the 



For storks of cloth to be uiaintaincd over a pciKMl ot live or six years was n< 
uiuomiiioii lieroie llie War. acronlins to vvell-infoiiiied opinion in iIk- lr^l<l<^ 


11 



1 G 2 THE INDIAN COTION TEXTII.F. INDUSTRY; AN ECONOMIC ANAI.YSIS 

wholesalers, altliough the district wholesaler is usually a retailer as well, 
es|iecially in relation to the smaller retail traders. 

A feature peculiar to the wholesale trade in cloth in Hombay City 
before the War may be mentioned in this connection. A large measure 
of sjx;cialisation in the cloth trade obtained amongst the few hundred 
traders located in die Moolji Jetha Market. The basis of this specialisa¬ 
tion was two-fold : variety of fabric, for example, coatings, shirtings, 
dhoties, etc., and the price range. 

In Ahmedabad, wholesaling never assumed the high degree of 
specialisation obtaining in bombay, pardy at least because mills were 
them.selves willing to handle small orders, in wider assortments. 

The congregation of wholesaling offices in a street or few streets 
ensured wide publicity for the details—^price, quantity, delivery dates, 
etc. of trading, and therefore, a greater uniformity in the prices realised 
by the mills (when other counteracting conditions did not intervene), or 
charged to the other categories in the distributive chain. 

By bringing together supplies from different mills and different 
suppliers, the wholesale trade ensured before the War, by trading on the 
basis of large turnovers at low rates of profit, that prices were more 
uniform, and passed on the advantages of lower costs immediately in 
the shape of lower prices to the retail trade. Competition within the 
trade altogether precluded the possibility of the strong bargaining posi¬ 
tion in relation to mills being utilised to the detriment of the final 
consumer. 

For the wholesalers to act as the originators of new production 
decisions, was a natural corrollary of their strong bargaining position. 
The practice of forward contracts, prevalent more widely in mills in 
Bombay City than in Ahmedabad mills, was one manifestation of this 
tendency. Another such indication lies in the close connection of the 
wholesalers with the production departments of many mills, where they 
could at times change production schedules in direct consultation with 
the weaving master. 

It is beyond doubt that the contact of mills with the production 
alignments of their competitors was maintained mainly through these 
agencies. 

It is likewise beyond doubt that the wholesalers sponsored keen 
competition, based on the debasement of qualities and the advantages 
of superior finishing on poor material. This also resulted in a multi¬ 
plicity of small orders for a mill company, with the result that at the 
beginning of the Second World War Indian mills were reported to be 
producing over 60,000 different varieties of cloth. 
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The existence of a substantial independent processing industry is 
also evidence of the wholesalers undertaking certain stages in the pro¬ 
duction of cloth for the final consumer. 

In brief, in relation to the mills, the wholesalers were the most 
imj)ortant source from which suggestions and orders for the proiluction 
of new tyjKS of fabrics emanated, although it also presumably led to the 
atomising of orders, debasement of qualities and the production of a 
multiplicity of varieties. 

Wholesalers, as price .setters, in general, had fair but limited import¬ 
ance, although the continued tendency of prices to fall gave their 
actions, as such, greater significance. 

The importance of wholesalers as price-setters was both more cflec- 
tivc, and more permanent in the context of individual mills and their 
particular products. Certain varieties of certain mills tended to be 
accepted as tlie standard, other mills obtaining usually varying lower 
amounts by way of prices, although occasionally premiums would be 
quoted in the same way in relation to the variety accepted as standard. 

A mill, once dubbed by the trade, as entitled to a lower value, had 
a hard task in approaching a higher value in relation to the price of 
the standard. Undoubtedly, the standards once established were not 
jxrpetual, but it is true to say that they were amenable only to slow 
change. The early efforts of mills at weaving better fabrics were often 
thwarted by the prevalence of this mentality in the distributing agency. 

The influence of the wholesalers in this direction implied that the 
prices realised by a mill for its output depended, to a considerable extent, 
on the trade's estimate, which had traditional rather than the sanction 
of detailed expert examination behind it. These tendencies were parti¬ 
cularly discouraging in their effects on the smaller and new mills. 

In other words, except to the extent to which the ‘ standard ’ esta¬ 
blished by the trade was fair, the prices of cloth fetched by individual 
mills were not always correlated to the quality of the output. 

Wholesalers, as stock holders, carried the burden of maintaining 
stability in the cloth market. 

Apart from the other factors at work, which complicated the tasks of 
stock-holding and made them more risky, this appears to be the most 
significant function of the wholesaler. 

This significance is reflected, firstly, in the greater imjx)rtance of 
wholesalers as stockholders when compared to the mills, and secondly, 
in relation to the ‘ seasonality ’ characteristic of the demand of the final 


consumer. 
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The statistical evidence fcir the first proposition is not easy to secure, 
although partial proof is available.® Thus in 1937, ^ comparatively less 
difficult year from the point of view of stocks, on an average 10,000 
bales remained unsold with Bombay mills, against 55,000 bales held 
by the mills on account of sales made but undelivered. In 1938, a 
more difficult year from the point of view of stocks, the figures were 
4,000 and 84,000 bales respectively. 

In other words, the portion of ‘ trade' stocks with mills alone 
amounted in 1937 to 5.5 and in 1938 to 6.0 times the unsold stocks 
of the mills. The total stocks of the trade before the war, in relation 
to Bombay mills, were, therefore, considerably higher than indicated 
by the above data. 

The financing aspects of the activity of wholesalers are partially 
dealt with in the chapter ‘ Financial Aspects'. 

To sum up, the cotton mills of India, upto 1939, constituted an 
industry oriented to a market .structure that was dominated by the 
wholesaling interests. 


B. THE RETAIL TRADE 

The retail cloth trade of India is organised mainly in unit shops, 
the bulk of which do not have more than two employees. A substantial 
number of these shops, apart from help of the ‘ domestic servant ’ type, 
is run by the members of a family. 

The proportion of bigger shops tends to decline rapidly in towns 
with a small population, and a similar downward tendency is observable 
in the matter of the general facilities for shopping offered to or demanded 
by the consumer. 

In the smallest villages, the cloth dealer is usually non-existent ; in 
the bigger villages, a cloth shop or two exists, but a substantial portion 
of purchases is effected in the shops of nearby bigger towns. 

In all towns with population above a certain minimum level (say, 
5,000), cloth trading is important, and until recently, tended to congre¬ 
gate in a single street. Cloth shops generally do not sell other articles, 
and usually exclude even readymade garments, hosiery products, and 
rayon piecegoods. This tendency to confine operations mainly to a 
range of cotton fabrics in usual demand is the least strong in certain 
sections of shops in the biggest towns. 

In a way symptomatic of the small scale of operations in retail 
cloth selling is the presence of a very large number of hawkers and 

3. Based on data from the Millowncrs’ Association, Annual Report, 1938. 
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pcddlars. The latter sometimes, especially in the Punjab, cover a large 
number of villages in the routine of their operations. 

Retail traders, besides employing their own linance, acquire in a 
normal market considerable quantities of piecegoods on credit. 

A more remarkable feature of tlie retail trade is its pattern of sea¬ 
sonal peaks and troughs, which to some extent varies from one part of 
the country to another. To this sea.sona]ity in demand, the retail trader 
adjusts his own purchasing programme, w'hich again brings out the 
importance of wholesalers as stock-holders. Broadly speaking, the 
months of October to December, and Marcli to May, represent the 
seasonal jtcaks ; July and August represent the deepest seasonal trough. 
Traders' buying, by a small margin of time, precedes the .seasonal up¬ 
swings in final demand. 

It is generally agreed that retail trading presently is not identical 
with its pre-war patterns, apart from the worst years of cloth scarcity. 
The catalogue of changes enumerated below is not exhaustive, and the 
order of presentation is not indicative of the order of importance of 
each change. It is. however, felt that the changes enumerated below 
arc among tlie more permanent ones :— 

(i) The bigger retail trading shop is more common presently. 

(ii) It is no longer imperative that a shop to succeed be located 
in the bazaar. Proximity of shops to residential areas is pre- 
■sentlv becoming lii.scernible in the bigger cities. 

(iii) ‘ Fixed ' prices are more common. 

(iv) An increasing number of shops have the sale of cloth as a 
sideline ; likewise, cloth .shops selling other articles arc found 
more frecjucntly. 

(v) The combination of tailoring departments and the sale of 
cloth is widespread. 

(vi) The sale of cloth made up as garments (other than sarecs and 
dhoties) has, in the main, affected two categories of custo¬ 
mers. The lower income groups—industrial workers, etc.,— 
arc catered to by one type of shops. The higher income 
groups, insisting upon high ‘ fashion ’ value and specialised 
treatment of the garment (c.g. ‘ trubenised ’ collars for 
shirts) are catered to by another entirely different class of 
shops. 
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(vii) Shops owned by mills have increased in number, but it 
remains to be seen whether they have acquired any sizeable 
standing, independent of the scarcity conditions, which have 
largely enabled their growth. 

The retail trade, as now existing, is one important aspect of the 
structure of textile marketing, about which information is scanty. In 
view of the diversity of dress habits, and the dispersion of shops in 
different parts of the country, a comprehensive census inquiry alone can 
yield adequate data on pricing policies, profit margins and buying poli¬ 
cies, three matters which affect the cotton textile industry, as a whole, 
vitally. 



Chapter VIII 

FINAL DEMAND PATTERNS 

The present chapter aims at filling in some major gaps in the pre¬ 
ceding analyses of different aspects of the structure of textile markets. 

The main propositions established are : 

{a) Prior to 1939, India constituted an expanding market for cloth 
as reflected in figures of total supply and per capita availability 
of cott<Mi textiles. 

{b) A gradual ' unjversalisation ’ has been characteristic of the 
Indian market. 

(c) The emergence of a number of factors that are making the 
demand for cotton textile products more variable and less 
stable. 

(^) Finally, the strength in certain sectors of the cotton textile 
market of Rayon, as a competing fibre. 

Each of these pr(jpositi<jns is discussed, in brief, in the pages to 
follow. 

A. INDIA—AN EXPANDINfi MARKET FOR FABRICS ' 

The Indian market for cloth has been, over a period of time, 
expanding. In the triennium preceding the twentieth century, the total 
supply of clotli in the home market was 3,202 m. yards. Forty years 
later, in the pre-war triennium the supply was higher by nearly 2,300 
in. yards, or 70^;^ above the level in the first period. That this ‘ excess ’ 
was represented partK- by a higher level of stocks we have already noticcil. 

Notwithstanding the latter consideration, it cannot be disputed that 
the level of per capita consumption was substantially higher as well. 
Treating the availability of supplies for the present limited purpose as 
equivalent to consumption, the per capita increase amcaints to 3.4 yards, 
or 30% over the level at the end of the nineteenth century. 

It may be noted, however, that the rate of increase in the per capita 
consumption was lower, probably after the First World War. Thus, 
whereas between 1896-7 to 1898-9 and 1906-7 to igoH-c), per capita 
consumption rose by 1.6 yarils, between. 1906-07 to 1908-09 and 1926- 
27 to 1928-29, it increased by less than half a yard. The increase in 
the subsequent decade, of 1.4 yards, is obviously exaggerated, and was 
probably achieved, to the extent to which it does represent actual ebn- 

1. TTic sJalisiiail data i.s fioin Tablt- A ol ilur Ciliaplcr: ihc Structure Marktt.s: 

Basic Eads. 
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sumption, only at the cost of the financial stability of the industry in 
general. 

The years 1948 to 1950 arc not a very fair comparison from this 
point of view, but the details of the supply position in 1951-52 probably 
reflect an excess of supply over consumption and may not be at all 
fairly regarded as per capita consumption. 

Anyway, the size of the fabric market in India has been, in the main, 
hitherto responding to two influences—one, the increase in population, 
and two, the support afforded by the rate of general economic progress to 
higher levels of per capita consumption. The first factor alone, on the 
assumption that population will rise between 1951 and 1961 at the same 
rate at which it grew between 1941 and 1951 calls for extra supplies of 
nearly 750 m. yards a year in and after 1961. If general economic pro¬ 
gress enables a further upw’ard shift in per capita consumption, the 
requirements would be even higher. 

In the light of these comparatively long-term considerations the 
cotton mills of India, as well as odier sections of the textile industry 
(except handlooms), have an assured future, though probably not equally 
profitable prospects in the immediate present and future. 

11 . GRADUAL ‘ UNIVERSALISATION ' OF THE INDIAN 

MARKET 

Indian dress patterns upto the beginning of the First World War 
had a strong regional bias that was also traditional and permanent in 
character within a region. Apart from the distinctions observable in any 
society as a result of one person possessing more wealth than another, a 
hierarchical society established dress patterns on a group basis. 

These older dress patterns do persist, and are of significance. Hut 
no longer are they backed by the old strength of social sanction, and 
for several sections of the people, whose importance as consumers of 
cotton textiles is greater than the proportion of their numbers to the 
total population indicates, they have ceased to be of any consequence. 
The various forces responsible for this trend, and its another allied 
result, namely instability in demaml patterns, arc treated in a later 
section of this chapter. It is important, however, to note that one major 
outcome of their operation has been more universal acceptance, although 
not to the same extent adoption, of certain modes of dress. 

Thus, the most individualistic and diverse item of dress, the head- 
gear or the pugrec,' has vanished altogether, yielding place to a more 
universal garment, the cloth cap, when it is not a bare head. 

1*. Sec (ihuryc (i. S., Indian Cosfnmr, p. for pholf)graphs of hvciUy-two ivpt.s 
r)f Indian Iicad.ncar. 
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South Indi^ns^ to cite iinothcr illustration, arc no longer exclusive 
consumers of short length dhoties, which were usually grey. The 
bleached dhoti of longer length, popular with the middle class of the 
rest of India, is now acceptable, and even preferred by them. 

The so-called Bengali mode of draping the sarce furnishes 
another example. Universally popular among the younger urban ladies, 
it has also found acceptance in the higher age-groups. 

The popularity of the Western modes of dress and of the Indian 
modes of male attire evolving out of the satyagraha movements, furnish 
another set of illustrations. 

The extension of this list of illustrations is possible to a variety of 
other items, but the details probably arc more suitably reserved for a 
sociological study. 

The central fact that requires to be stressed is that vast numbers of 
customers, mainly in the urban areas, arc now willing to accept some 
form of dress, which docs not necessarily have a narrow regional bias. 

In terms of competitive alignments within the industry this has 
implications for both tlic mechanised and the handicraft sectors. For 
both, it implies the jxissibility of producing fabrics that have an extra- 
regional market, a national market. For the latter, it definitely implies 
a loss of consumer following established by centuries of tradition. In 
general, it connotes a further extension of the range of possible com¬ 
petitive contacts between mills in different regions. 

C. FACTORS MAKIN(; FOR INSTABILITY’ IN THK DEMAND 

FOR CLOTH 

A huge number of forces arc at work in the Indian community, 
which are tending to bring greater instability in the demand for cloth. 
It is not possible unfortunately to separate and quantify the effects of each 
of these factors. A brief enumeration is all that is attempted in this 
section. 

The progress of literacy and higher education have had a surprising 
amount of influence on social views about the desirability or otherwise 
of particular modes of dress. Apart from providing the means to per¬ 
ceive new changes more quickly, progress in the above direction has 
facilitated the use of several media of advertising, the spread of the habit 
of reading newspapers and periodicals and the more recent growth of 
fashion and women’s magazines. 

The latter type of ‘ broadcasting ’ influences have found an ideal 
medium in the film industry. From a small industry catering to an 
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exclusive social class,’’ the films have come to cater to an yearly attend¬ 
ance of 200 million.' In recent years, after 1936, the film industry 
adopted high-pressure methods of selling to create the ‘ star ’ system,^ 
making lavish use of the details of the modes of dress of the actresses.* 
It has exercised perceptible influence on women’s fashions, although as 
Dr. Niiss Shah points out,’ the importance is not as pervasive as in 
America. 

The growth of Christianity to be India's tliird biggest religion has 
strengthened the tendencies to break away from traditional patterns of 
dress, both in the case of men and women. In the case of women, how¬ 
ever, the inducement to change has been less pervasive than in the case 
of men. In regional terms, the South Indian areas are less affected by 
the adoption of Western modes of dress than other parts of the country. 

Another force of importance has been the process of urbanisation, 
w’hich has raised the proportion of urban to total jxipulation from 9”', 
in 1881,“ to 18% in 1951." Urbanisation has brought larger numbers 
of people, within as well as beyond these areas proper, into contact with 
new dress patterns and rendered it possible to direct the use of various 
media of publicity at larger aggregates of humanity. The generally 
higher level of per capita urban incomes, as compared to the rural areas, 
makes this trend even more significant. Likewise, the growth of new 
urban areas also extends the degree of urban influence on the demand in 
proximate rural regions. The accepted respectability of metropolitan 
dress patterns, and their imitative spread in other regions, is a distinct 
but cognate development of significance. 

The army has also been instrumental in bringing to vast numbers 
of people the cx|x;rience of adopting new modes of dress. Two World 
Wars have seen more than seven million people join the armctl forces, 
or allied branches. They have enabled them to experience and observe 
different dress patterns, and intriHluce some of the changes in their own 
families. The Punjab is, of course, the main area of the o])eration of 
these influences. 

The political movements of the thirties under the leadcrshin of 
Mahatma Gandhi, have inspired informal and simple dress patterns 
which have found general acceptance. 

A major change has been operating in the Indian social structure 
for some time now, and continues to operate at an accelerating pace. 

I'hr Indian Him, pp. 27 :intl 42. 

4. Ibid., p. 89. 

5. Ihid.f p. 140. 

ii. Ihid.y p. J43. 

7. Jbid.t p- 1O2. Dr. Shah also supplies a lew cxairiplLS. 

8. Sec Davis Kingsley, The Population of India & Pakistan, p. 127. 

9. See Press Release by ihe Census Authorities, reported in \\\v Sunday Standard, 

June I, 1952. 




l l.NAI 1>I MAM) l>AlTKk\N 


The women of India, supported by the crumbling of the caste system 
and the disintegration of the joint family, have been becoming more 
and more fashion-conscious, especially in the urban areas. A larger 
measure of freedom has provided them with more occasions which 
demand more attention to dress, while films have provided the ideals 
to be simulated in matters of dress. The spreail of female education, 
especially at the college level, has likewise provided an extension of the 
focal points of group contact from which the imitative spread of fashions 
travels far beyond the lady students of Indian colleges. A role that is 
more pervasively being assumed by women is their growing importance 
as direct purchasers of family requirements in general. 

The exigencies of the war yciu-s of scarcity have also had a more 
jicrmancnt influence. Formal dre,ss patterns have lost a part of their 
traditiotial strength, offering scope for trying out different, less elaborate 
styles of attire. 

On the side of supply, the additions to the linishing equipments 
have materially added to the capacity of the producers to adjust to a 
change in demand, as well as to create a new demand. The growth of 
an independent processing industry also affords to agencies other than 
the producers, the opportunity to initiate similar changes. The net 
results of this position have yet to finally emerge in a normal market, 
but their potential for instability is evident. 

To conclude, on the side of demand as well as supply, various 
forces have made themselves felt, although not neces.sarily in the same 
elirection. As a result, established patterns of dress, sanctioned by tra¬ 
dition and supported by habit, arc increasingly liable to variation. The 
strength of these tendencies is greater, and probably of more permanent 
significance, in resjxct of ieminine attire. 


1 ). RAYON : A NEW COMPETITOR 


Appearing as a cheap substitute for silk, rayon technology has 
steadfastly progressed enabling the fibre to become more versatile, and 
at the same time securing a price advantage over other competing fibres. 
In 1920, the price of rayon compared with the prices of raw silk. By 
^ 933 ’ half as costly as raw silk and cheaper than raw wool. A 

decade later it cost less than cotton yarn, and in T947, according to the 
World Fiber Survey,"' raw cotton cost 12% more than staple fibre. 
The |X)ssibility of using it in mixture with other fibres, as well as the 
stability in its prices as compared to raw cotton, are additional advan¬ 
tages from the point of view of the fabric proiluccr. 


10. 


Issued l)v llic Food and Agriciillurc Organisalion, p. :\\)- 
Bcndiirc. /.. America's Fabrics. See ibc Chapter dealing uilli 
et sc(j. 


Rayon, p. 


nil 
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Supported by the decline in relative costs, rayon appeared in the 
Indian market for the first time in the early twenties, and made steady 
progress in the later years, although the tariff walls of the later thirties 
thwarted its progress. The war years recorded a sharp decline in the 
Indian imports of rayon, yarn as well as fabric, but in the post-war 
period imports have steadily grown in the aggregate. These trends are 
summed up in the brief table following : 

Indian Imports of Hayon 


Period (Annual average) 

Yarn 

(in m. lbs.) 

Staple Fibre 
and Yarn 
(in m. Ibe.) 

FabrioB 
(in m. yards) 

1920-21 



Nil 

Nil 

Nil 

1921-22 

1926-29 



5 


1 

54 

1936-39 



22 


75 

1949-50 



37 


7 


It is clear from the above table that India has extended its con¬ 
sumption of foreign raw materials rather than the final foreign product, 
in the post-war years. Roughly equating a lb. of filament yarn or 
staple fibre to 5 yards of fabric, the volume of the annual Indian intake 
of rayon fabrics has risen from 79 m. yds. in 1926-29 to 185 m. yds. 
in 1936-39, and 247 m. yds. in 1949-52. 

As compared to the total production of mills, rayon consumption 
represents an addition of only about 5% to the total cotton cloth supplv- 
The seriousness of rayon as a comjietitor is appraised better vis-a-vis the 
production of superior types of cloth, other than dhoties, which aggre¬ 
gates to 1,000 m. yards. Inasmuch as the ])roduction of rayon fabrics 
is presently confined, in the main, to sarees and other women's reejuire- 
ments, and to shirtings for men, its competitive significance is greater 
in the case of these varieties, wherein it certainly forms a considerably 
larger proportion of the production of mills. 

It is clear that in the future the range of the points of comjx-titivc 
contact between the producers of rayon and cotton fabrics will get 
extended. This extension of the competitive range will obviously have 
more important consequences for the finer section of the mill industry, 
and for the saree-weaving centres, like Ahmcdabad. 

It may be noted that the rayon weaving industry today has an 
important advantage in the matter of wage payments against mills in 
the same region. Thus, in Bombay City, whereas mills paid, on an 
average, Rs. 96 as the monthly wage, rayon weaving factories paid only 
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Rs. 88/“ The larger proportion of employees receiving a lower wage 
in the spinning section of the mills yields an overall average for the 
mill industry that is not fully representative of the average level of wages 
in the weaving sections of mills, which is die appropriate level to be 
selected for comparison. As a result, it is reasonable to assert that the 
rayon weaving mills in Bombay liave an advantage in wage costs alone 
of at least 20%, over the cotton mills. Implicit in the above is the 
fact that the adoption of rayon weaving by cotton mills must necessarilv 
involve a higher level of comparative costs for the latter. 

The close pricespread between the declared export values per yard 
of rayon fabrics and cotton piecegoods may be seen in the data supplied 
below ;— 


Declared lalue per Yard of Exporled I a brio 


— 

Grey 

Cotton 

Bleached ! 

» 

Coloured ; 

Rayon 


Rs. a, p. 

Rs. a. p. 

Rs. a. p. 1 

Rs. a. p. 

January 1950 

... 0 10 11 

0 12 7 

0 14 11 ^ 

1 1 0 

January 1951 

... 0 12 1 

0 15 .3 

1 0 1 

1 8 8 

January 1952 

... 117 

1 0 5 

1 5 10 

1 4 10 


SitUKr: A<ir)nnis irlaling l<> ihc tort ij'n Sea and Aiilnniu* J iade of India. 


In general, it will be noticed that rayon prices have recorded a 
smaller rise, with the result that price differentials between cotton and 
rayon fabrics have narrowed substantially, especially between January 
1951 and January 1952. In the former month, the price of a yard of 
rayon fabric was 208% of the price of a yard of grey cotton piecegoods, 
156% of the price of coloured cotton piecegoods and 166% of the price 
of bleached cotton piecegoods. A year later, the percentages were 123, 
95 and 131 respectively.’’ 

In brief, the aggregative trends in rayon consumption are disquiet¬ 
ing, particularly from the point of view of the finer section of the mill 
industry. The range of competitive contacts is selective presently, and 
very intensive. It is likely to extend further in the near future. This 
competition is also strongly reflected in relative prices, which were illus¬ 
trated with reference to declared exjwrt values. A lower level of labour 
costs furthermore favours the rayon weaving industry against cotton 
mills. 


i:j. Sec Ja:.R. (Bombay), }>. 837. 

13. The competition between rayon and liuiian eoiion tabrics is nol confined to 
Indian boundaries. In 1951. the Indian Trade Rcprcseniativc in T hailand 
re[)oried the sucxess of Japanese rayon fabrics against Indian cotton j)ieccgoods. 
vide the Journal of Industry and Trade, September ujr)** !’• i7* 






174 THE INDIAN COTTON 1 EXTH.E INDUSTRY: AN ECONOMIC ANAI.YSIS 


E. SUMMING UP 

India lias iiitherto been an expanding market for cotton textiles, 
although the contribution of a per capita increase in consumption to 
bringing about this position has not always been uniform. There appears 
to be little doubt, that apart from the position in the short period, the 
earlier tendencies will continue to operate in the foreseeable future. 

Simultaneously, competition is likely to become keener. Universa- 
lisation of the market, as we call it, the emergence of a number of 
factors which are impinging upon the stability of final demand patterns, 
and tlie growth in the popularity of rayon as an apparel fabric, all these 
point to the same conclusion. 

Final demand patterns, we conclude, are no longer conducive to 
the same measure of industrial stability. 



PART THREE 


FINANCE 




Chaptek TX 

FINANCIAL ASPECTS 

The preceding chapters were devoted mainly to a consideration of 
various physical or real indices of cotton mill operation. In the [present 
chapter an appraisal is sf)ught to be made of some more important aspects 
of mill finance. The sources and quantum of capital requirements, the 
relationship between the scale of ojierations and the capacity to make 
profits, and a review of the major trends in the field of financial manage¬ 
ment constitute the aspects marked out for study. 

The complex financial patterns, characterised by remarkable devia¬ 
tions from the general picture and instability in time of the various mag¬ 
nitudes involved, are made more difficult to appraise by the absence of 
comprehensive data. The annual financial statements, although lacking 
standardised definitions for any category of assets and failing to coincide 
in the methodology of accounts and accounting periods, therefore, 
inevitably constitute the main source of information. The application, 
and that too not always consistently, of static, essentially empirical rules 
of book-keeping to financial facts must obviously result in not a few 
errors of presentation, and to some extent, also of facts. Precision and 
a high degree of fineness in conclusions are, therefore, largely unattain¬ 
able. The use of such data must be cautious and ought to fully recog¬ 
nise the results of the analysis only as equivalent to a broadly faithful 
picture of facts and trends, rather than as the crystallisation of accurate, 
econometric magnitudes. 

We arc primarily concerned in this chapter with the developments 
in the last fifteen years, and the treatment consequently is mainly non- 
historical. The objective aimed at is an aggregative, representative and 
cross-sectional view of the industry, although it is realised that the intra- 
industrial variations arc drastic and of significance. 

A. SOURCES AND QUANTUM OF FINANCIAL 
REQUIREMENTS 

The broad aspects of industrial finance—the agencies that provide, 
fail to provide, or ought to provide finance to industry ; the proportion 
of various constituents of ‘ capital ’ ; and the terms and conditions upon 
which financial assistance was rendered—have been dealt with at length 
and ably by several Indian writers,’ and the various Banking Inquiry 

1. See, among others. I.okanathan P. S.. Jmiustrial Organisation in India, p. 

t't scq.: Samant D. R., & Mulky M. A., Organisation and linancr of Indnstrirs 
in India, p. isji ct scq.\ Basu S. K., Industrial Finance in India, j). ni 
ct seqr, and C’.ooper R. C.. Corfunation I'inann- and Managrnirnt in India, 
unpiit)lislied Pli.O. Thesis, 


12 
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Committees. These studies had fairly concluded that there was a paucity 
of tlic financial facilities available to industry, and furthermore, that the 
price payable for these w'as unduly high. 

In vital re.sjxrcts, as will be shown in subsequent pages, these con¬ 
clusions stand substantially modified in the context of recent develop¬ 
ments. Furthermore, we propose to make good the major lacunae in 
the list of agencies making finance, in one form or the other, available 
to the industry, ploughed back profits and trade creditors being the most 
important of such sources of finance. The argument falls into two 
parts ; {a) the determination of the relationship between owned 
resources, i.e. capital plus free reserves, and outside finance ; and {b) 
the nature and types of facilities made available by other agencies. 

{a) The Relationship between Owned and Other Resources.—The 
most direct approach to an overall picture of the quantum and sources 
of capital involves an analysis of the liabilities side of the balance sheets. 
Below such a presentation is made of the financial statements of 50 
companies which were common to each of the three dates, 1937, 194b 
and 1950-51, selected by us as significant :— 

r.ABLl-: No. I 


Sources of Mill rinutnr—50 (U)tinnou (]ouijunnes 

(in l.ikli Rnpet’sj 


— 

. 

1937 

1946 

1950-51 

Total Assets ... ... ...| 

3,530 

7,773 

9,623 

1 

Sources of Assets: 

(100) 

(220) 

(275) 

Capital (including Debeuhires) 

1.501 1 

1,256 

2,894 

! (100) i 

(83) 

(192) 

Free Reserves 

1,087 ! 

4,021 

2,822 


! (100) 

(370) 

(260) 

Outside Finance 

942 

2.494 

4.007 

i 

(100) 

(264) 

(425) 


Four significant propositions emerge from Table i. 

Firstly, the financial implications of mill operation have been grow¬ 
ing in dimension, the assets of the 50 companies recording an advance 
of the order of 175%. 

Secondly, of the addition of Rs. 61 crores to assets, owned resources 
(capital plus reserves) accounted for Rs. 31 crores, or 50% ; and outside 
finance supplied Rs. 30 crores, or the remaining 50%. 

Thirdly, the rate of growth of owned resources has lagged behind 
the rate of increase in total assets :— 
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— 

1937 

1946 

1950-51 

Total Assets 


320 

275 

Owned Resources 


201 

221 


It may be noted that a major portion of the lag has occurred 
between the years 1946 and 1950-51. 

Finally, the proportion of outside finance to assets has risen from 
24 per cent in 1937 to 31 jxt cent in 1946, and to 41 per cent in 
1950-51. This tendency operating simultaneously with a considerable 
rise in the shareholders’ equity constitutes a development of major import. 

The propositions submitted above are subjected below to the check 
of a bigger and territorially more representative group of companies, 
comprising a little less dian one-half of the spindleage installed in the 
country. The details relate to 1950-51. 


{ill lakh Kii|kcs) 


ICegion 

i No, of 
Companies 

Capital 

Free 

Reserves 

Owned 

Resources 

' Outside 
Finance 

Owned Re¬ 
sources as 
Percentage 
of Total 
Assets 

Ilombay City 

34 

1,903 

2,207 

4,110 

2,340 

65'*,, 

Ahmedabad 

... 11 

425 

477 

902 

767 

57% 

South India 

... 20 

831 

797 

l,a38 

1,403 

55Vo 

Rest of India 

...: 19 

1,383 

906 

2,289 

1,781 

54% 


ai 

4,542 

4,387 

8,939 j 

6,291 

59 % 


Out of total assets exceeding Rs. 152 crores, therefore, ^1% repre¬ 
sents outside finance. The accidental coincidence of the precise figure 
apart, this generally affirms the results obtained for a smaller group of 
companies. 

The territorial propositions submitted above are suggestive, though 
only tentative. One remarkable feature, however, in the territorial 
patterns of finance, is the greater importance of reserves in Bombay and 
Ahmedabad, as compared to other centres, brought out below :— 



— 

Reserves as percentage of 
capital 


Bombay and Ahmedabad 

Other Areas 

. . 

115% 

76% 
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In view of the fact that a sizeable proportion of the present capital 
is the capitalisation of accumulated earnings, the difference in favour 
of the (generally) older mills of Bombay and Ahmcdabad is probably 
greater. 

In fine, the recent developments in the field of mill finance are not 
unmixed additions to financial strength, as is often asserted.' 

The broad patterns arising out of an aggregative view of the situa¬ 
tion are naturally not exhaustive of the possible positions of individual 
companies. The intra-industrial relationships are both more complex, 
and more variegated. In Table 2, 57 companies arc classified according 
to the quantum of owned resources, and the relation of their total assets 
to the former for the years 1937 and 1946. In Table 3, a more direct 
view of the position is obtained for a more representative larger number 
of companies for the year 1950-51, and correlation is sought between 
the extent of reliance on outside finance and the volume of owned 
resources for companies in each range of owned resources. 

Table 2 may be regarded as the partial quantification of the pro¬ 
positions arising from Table i, for it enables the position in 1946, when 
the gap between the rate of increase in owned resources and total assets 
was small, to be compared with tlie position in 1937, a pre-war year 
that yielded anything approaching a reasonable rate of profits. As 
against 36 companies with owned resources under Rs. 50 lakhs in 1937, 
there were only 16 companies in 1946. Conversely, the group of com¬ 
panies with owned assets exceeding that level expanded from 21 to 41. 
Corresponding with our observation of the general increase in the use 
of outside finance is the fact that in 1946 there were only 11 companies 
the assets of which exceed their owned resources by more than 125%, 
whereas in 1937, 25 companies shared this more modest financial policy. 
Each higher range (assets being in excess of owned resources by more 
than 125%) has expanded, raising the modal range to 151 to 200%, 
from Toi to 150%. 

The significance of the general trend of increasing reliance on out¬ 
side finance is, naturally enough, dissimilar for different units, since tlie 
expansion in assets achieved on the basis of owned resources varies from 
I : I to I : 5. 

Table 3 deserves more careful consideration, being both more repre¬ 
sentative in territorial coverage (especially in so far as Ahmedabad mills 
are concerned, of which twelve are included in this group, as against 
only one in Table 2), and also because it is the most recent approxima¬ 
tion of the financial position that is possible. It is also not without 

s. Sec P. A. Sheshan’s article in the Centenary Volume of the Cotton Textile 
Industry issued by Prof. M. P. Gandhi, pp. 41-3; also N. H. Thakkar. Indian 
Cotton Textile Industry during Two World Wars, p. 117 et seq. 
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J ABLE No. .'5 
{H2 Companies—1950-^1) 


Liabilities as Peroentage of Owned Besonroes 



Owned Resources 

% ; 

0-25 i 

4 

0*2 

“'J* 

§ 

g 

g 

s 



0/ 

/o 

)1 and 
over 

total 





tA 



^-1 

§ 

CM 



1. 

Upto 10 lakh Rs. ... 









V 

1 

2. 

11 to 20 ... 

1 


1 


2 

1 




5 

3. 

21 to 30 ... 



1 

1 



1 


1 

4 

4. 

31 to 40 ... 


2 

1 


2 

2 




7 

5. 

41 to 50 ... 


2 

2 

4 



1 

■ i 

9 

6. 

51 to 75 ... 

2 

2 

8 

3 

4 ' 

1 


■ 

20 

7. 

76 to 100 ... 


3 

: 7 

2 

1 

1 1 i 


: 

14 

8 . 

101 to 150 ... 

1 

1 

I 2 

2 

■ 1 1 

i 1 ’ 



8 

9. 

151 to 200 ... 


1 


1 





2 

10. 

201 to 300 ... 


; 2 

1 

1 

1 




5 

11. 

301 to 400 

1 

! 1 


1 

1 




4 

12. 

401 to 500 ... 

1 



1 





2 

13. 

501 and over ... 




1 


: i 

i.. 


1 



6 

' 14 

23 

17 

: 12 

' 6 

! 2 

i 2 

82 


significance that these 82 companies comprise over 45% of the .spindle- 
age installed in the country. 

First of all, the range between the biggest and the smallest com¬ 
panies appears to be now definitely greater than was the case in 19^7. 
Even between 1946 and now, there seems to have been a .similar, milder 
tendency at work. This elongation of the range is also obviously not 
inconsistent with a decline in the proportionate importance of the lower 
categories of owned assets, and a compensating increase in the .share 
of the upper categories. 



Proportion of Companies 

Volume of Owned Resources 


;.. 


1937 

! 1950-51 

Upto 50 lakh Rupees 

64% 

32% 

51 to 100 lakhs 

24% 

42% 

101 to 300 lakhs 

12% 

18% 

301 lakhs and above 

Nil 

8% 


The ratios of outside finance to owned resources vary for companies 
within each category of owned assets, but it appears permissible to 
generalise that smaller companies are more likely to have (but do not 
necessarily have) a higher proportion of liabilities than is probably true 
of the largest companies. Thus, out of 22 companies with owned assets 
exceeding Rs. 100 lakhs, 18 relied on outside finance to a lesser extent 
than the quantum of their own resources, the liabilities of 3 companies 
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were in the next group (101-150%) and only one company was in any 
subsequent group. To put matters dilTerenlly, of the 10 companies 
having liabilities exceeding 150% of their own resources, 9 owned 
resources of less than Rs. 100 lakhs e;ich. The largest companies, 
although the generalisation has a very limited \'alue, appear to be more 
conservative, judged by this criterion. 

Speaking generally, however, companies in any given class of owned 
resources arc in a position to obtain and do obtain very different ratios 
of liabilities to the ownership interest. In other words, the net worth 
of a company is a very poor index of the scale of its operations, if the 
scale be defined in financial terms. It also means that any given change 
in the general economic climate may have different reactions upon and 
from the different units comprising the industry. 

A rather bold attempt at a descriptive generalisation of mill com¬ 
panies according trj the nature of their financial policy is made below ;— 


Nature of Financial Policy 

1 

Criterion 
(Table 3) 

Number of 
Companies 

Proportion of 
Companies 

Conservativf 

Upto 50% 

20 

24% 

jModerate 

51— 75% 

23 

28% 

laiberal .. 

7(5-100% 

17 

22% 

Bold 

101-150‘v 

12 

14% 

Hash 

151—200% 

0 

7% 

Reckless 

Over 200% 

4 

5% 


It follows from the preceding classification that approximately a 
quarter of the companies in the industry are characterised by financial 
policies that may prove a source of danger to the stability of the industry 
as a whole, and to the solvency of the affetced companies in particular, 
in a more unfavourable economic climate than the seller’s market of 
recent years. 

A remarkable tiattcrn of disjKrsion in the volume of owned assets 
(and obviously in terms of other definitions also) is characteristic of mill 
companies :— 


Owned Besources 
(in lakh Rupees) 


Upfo 20 
21— 50 
51— 75 
76—100 
101—200 
201—400 

401—500 
501 & Over 


No. of 

Cumulative 

i proportion of Cumulative 

Mills 

Total 

i Total (%) Total ) 


6 

20 

26 

25- 

32'‘v 

20 

46 

25' 

57S; 

14 

60 

1? 

74*;, 

10 

70 

12' 

86'’ 

9 

79 

IP 


2 

81 

2\ 

99?. 

1 

82 

1' 

100'^ 
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III terms of assets, Jiowever, the larger companies have many times 
the importance suggested by their small numbers. Moreover, as is 
crystallised below, the biggest half a dozen companies show even greater 
concentration of resources, owned as well as total. 


(in lakh Riipct’s) 



f 

I 14 Big Compa* 

!6 Biggest Compa-! 



nies (Total 

1 nies (Total 



: Assets of each 

Percentage { Assets of each ! 

Percentage 


exceeding 

exceeding 



: Rs. 300 lakhs) 

i 

: Rs. 500 lakhs) ' 

' ; L. 


Capital 

...1 2.131 

47 ' 1,41.3 ' 

31 

RoBerves 

...i 1,955 

44 1,047 

24 

Outside Finance 

2,982 

47 1,823 

27 

Total AflsetB 

7,069 

44 4,283 

38 


Roughly correlating the 82 companies to the entire industry, on the 
basis of their possessing 45^: 0 of the spindleage, the 14 big companies 
together comprise nearly a fifth of the total assets employed in the mill 
industry ; on the same basis, the 6 biggest companies control about one- 
sixth of the assets employed in the industry. 

The main propositions emerging from our study are summari.scd 
below :— 

(i) Plougcd back profits are a major source of new capital 

(ii) As a source of finance, outside agencies have great and in¬ 
creasing significance over the last decade and a half ; 

(iii) Wide dispersion patterns of companies, judged by any finan¬ 
cial criterion, arc characteristic of the industry ; and 

(iv) The financial policies of a significant .sector of the mil! indus¬ 
try appear to be highly vulnerable. 

(b) Outside Finance—Agencies and Quantum.—The outside 
agencies which make finance, or its equivalent, available to the cotton 
mills are : managing agents, public deposits, trade and other ‘ expense ’ 
creditors, and commercial banks. 

It was observed in the preceding section that outside finance was 
occupying a greater niche, both relatively and in terms of absolute 
amount, in mill finance. Concomitant with this tendency towards 
increasing reliance on outside sources as a whole, has come about a 

A siihsfanlial proponion of present capital is nothing; dsc but accumulated 
earnings, and in Aiew of this policy being widely adopted by the most pros 
perous companies, the importance of reserves as a source of capital is con 
stantly underestimated. It was m-i jjossible to collate the results of a sufficient 
number of capital histories to ar ivc at a fair estimate for the industry as a 
wiiole, but it appears, on the bass of the experience of a few’ companies, that 
well civer of the prcserii .sh: re capital is capitalised resei ves. 
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drastic ch«inge in the proportional importance of tlic various agencies, 
so that most of the pre-war generalisations about these lia\e ceased to 
have relevance to facts. A tremendous increase in the volume of bank 
advances, and a decline, probably absolute as well as relative, in the 
finance supplied by managing agents and through jiublic deposits are 
the main trends crystallising over the last fifteen vears. These are con¬ 
sidered, in brief, in the suceeding paragraphs. 

The decline of the managing agency houses, and of public deposits 
as sources of finance is likely to be universally accepted, and is a matter 
of common observation in mill circles. Partly, the advantages of retiring 
deposits taken in the pre-cheap money ju-riod (i.e. prior to 19^5^ at 
high rates of interest and replacing these by loans at cheaper rates from 
the commercial banks, and partly the growth of assets in general, these 
apjiear to be the two main factors at work. The closer integration now 
obtaining between those who manage financial institutions and those 
who run Indian industry ' has probably accelerated the process of re¬ 
shuffling. 

The position is difficult to cjuantify, except for a statement of the 
trends at work before the War. ’ 


(in ijkh Kiipi-i.'s) 




Bombay 

Ahmedabad 



1930 

1937 

1930 

1937 


overed 

64 

56 

64 

73 

Deposits 

lagiDg Agents 

532 

750 

264 

330 

273 

130 

426 

530 


The tendency of public de|X)sits to decline and the forced substi¬ 
tution thereof by finance from managing agents was not confined to 
Bombay mills. Data from another source “ clearly brings out the fact 
that the very same tendencies were at work in Ahmedabad as well, 
though they' did not ecjually affect the aggregate of deposits. The 
figures given below relate to deposits with 67 common companies on 
two dates, 1935 and T939, divided according to the source :— 

i[. "1 he iiulusiry in .Alinu’thibjitl obviously diil iiol like lo use banks as financing 

agencies befonr the War. In the pla'ec of the general disinisi of banks then 
expressed, we now find mill agents on almosl every loral advisory lioard of 
banks having branebes in Ahmedabad, and furtlienmne, mills in Ahmedabatl 
now extensivelv resort to bank finanee. 

r,. riie figures for iipjo arc from the Central Banking TiHiinrv Commiltec Report, 
]>. ; the data for i().S7 was obtained from the Interim Reporr of; the Textile 

Labour Jnciniry (Committee. 

ti. Basie data from M. ]. Desai, The Tinannn^u^ of the Coif mi Textile Indiisiiy 
ill the liowhnx TiesifleiKy. p. ipi. unpublished Af.Cmn. T hesis. 
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(in JakJi Rupees) 


Public’s 

Managing 

1 Total 


Share 

! Agents’ Share 

1935 

784 

170 

* 954 


(76%) 

(24%) 

i (100%) 

1939 

503 

383 

886 


(58%) 

(42%) 

! (100%) 


In other words, a substantial decline in the volume of public depo¬ 
sits was an established fact in the pre-war period, with a concomitant 
inevitable increase in the reliance on the managing agency houses. 

These tendencies gathereil strength during the years following the 
declaration of World War II, with this difference that very soon alter¬ 
native agencies were supplying the finance, enabling the managing 
agents to redeem, more or less completely, their own commitments, and 
to reduce die volume of deposits. At any rate, it is certain that the 
volume of deposit finance has not expanded beyond the pre-war levels. 

Indirectly confirming the proposition put forth above is the rate of 
expansion, and the present volume of bank finance available to cotton 
mills. The remarkable, rapid rise in this category is summarised in 
the figures given below ‘ :— 

On l.ikii Rii])(.rs) 

- 1930 1937 1948 ! 1951 

j ' 

Bank Advances to Mills 125- 500 400 125 3,000 5,026 


7. I Ih: csiiinaics air hased on ilic lollowin^ data; 

'1 he Crnfral Rarikinj; Inquiry Coniniilirc (|>. jijavr. tlir figures 

of loans by liaiiks lor 64 mills in ibmibay, and 64 mills in Abmcdabad, as 
Rs. aab lakhs, and Rs. lakhs icsjHrtlixcly, makint» a lolal of Rs. 268 laklis. 
Abmcdabad was jnobably ilic rriosi (onservauAc in ibis mailer, and Bornbav 
ibc most Jiixral, so liial on an a{)])ro\iinalion based on s|>iiidleag(*, we place* 
I lie range for ilu* eiilire indnslrv at Ks. 4i^5-5oo Jaklis. 

/94; : Basis similar 1.0 llial. ado]>l(‘d earlier, but it lying on ibe lexlihr 
l alxnir fmniiiy (^ommiiiee’s figures for a larger nnniber of eenlres. 

In KjtS (Tfic Hvsnvr. Hank of India Hullctin, April iqpj), major 
stiicduled lianks were known lo liave made loans to mills amounliiig to Rs. 
eror(;s. In \iew ol the (oiKeiiiralion of loans to totlon industry with a few 
banks, dealt with siibseqneiilly in the body of ilie ebapiei, ibis figure reejnired 
an a|>pro\imaie inenrase of one-foiirths id bring il to a more or Jess eorn^et 
idea of tlx* total loans gi\en by the entire banking system. 

795/: Ifiis figure refers to the position at tlie end of 1951, and is taken 

from the .Snrxey of Bank Advanees made in tfn; A])ril iqr,!* issue of the Reserve 
Hunk of India linllelin. 
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The ten tu twelvefold rise in the utilisation of banking facilities is 
matched below with the working capital index of <50 common com¬ 
panies, although it does not coincide perfectly in time with tlic former 
set of figures ;— 



19:17 

1946 

1950-51 

Working Capita] Index 

100 

.99<t 

487 

Bank Advances Index 

100 

7;>0 (1948) 

i 1,200 (1951) 


The gap Ixtwcen the rates of progress of the two iiuiiccs confirms 
the inference as to the displacement of other agencies of finance. It is 
reasonable to conclude that not only has the stake of banks in the. mill 
industry risen in terms of volume, but also in terms of its proportional 
significance. 

The terms on which IcKins are taken obviously vary from com})ariy 
to company, but a general impression arises to the effect that a small 
advantage in the matter of interest payable is available to cotton mills. 
This is probably confirmed by the fact that the proportion of clean to 
secured advances is about 17^0 cotton mills, as against only 
in the case of other industries.'* 

Finally, a small number of banks supply the greater jx)rtion of 
tliese advances, ri major Indian banks supplying about 70^,' of the 
amount ; exchange hanks, 14% ; other scheduled banks, ; and non- 
schcduled banks, the remaining 8^,' 

The importance of creditors or accounts payable varies widely from 
one company to another, and has probably ileclined in its |)rojX)iiionaI 
strength during recent years, partly because of the gre.Ucr prosperity of 
the industry, and partly as a consecpience of the growth of bank finance. 
It appears from balance sheets, that for the iiulustry as a whole, about 
25% of the outside finance is drawn from these sources." 

Two additional sources of assets, if not finance, may be mentioned— 
the unpaid wage bills, and sources such as j>rovidcnt fund contributions 
from cm]>Ioyec remuneration. 

The first is of greater financial importance at the moment, and in 
accordance with the rules contained in the Payment of Wages Act, varies 

Scr l<r.srn>t lianfi of India liiillrlhi, April ]>. uni). 

/hid. CnldihUcd on ihc basis oi llic iiilonnaiion siipj)Iu'(l. 

/hid.. April nr,:,' . , i i 

All cxirdiR* case t)l liu' jiiv-war pt;ri<Ml was poinlctl oni to ihc wnitr hv 
Sankaldtaiid (i. Mtult. du* proiijiiu-iil yarn uicrdiaril. I lie null in (picstion 
was ad\an(cd inoiKy i(» buy raw cotton and to pay other rosts and was boi.iu 
by (tniliad. to sell the varn exdnsixel) to ilie yarn dealer who bad ad\anted 
llic money. 
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from 40 days’ remuneration on pay day to 10 days' wages on the pay¬ 
ment of monthly dues. The actual money values may be estimated for 
the entire industry at Rs. 13 to 14 crores at the maximum and about 
Rs. 3 to 4 crores at the minimum. 

The second source, now mainly confined to salaried employees 
rather than wage earners, will certainly become of greater importance 
with the introduction of the compulsory provident fund schemes, espe¬ 
cially during the first few years when payments over would be very 
small. 

To sum up, sources other than owned resources which make finance 
or its equivalent available to cotton mills are numerous and have under¬ 
gone major changes in relative position in the last few years. The 
utilisation of banking facilities is of major consequence, and negatives 
the utility of many previous generalisations in the field of industrial 
finance. 


II. SIZE AND PROFITABILITY 

A subject of abiding interest, the attempt at discovering the correla¬ 
tion between the size of a firm and its capacity to earn profits is under¬ 
standably diflicult, both in methodology and in the intcrjirctation of 
the data. The problems faced in any such investigation resolve into 
(i) the determination of suitable and alternative measures of size ; (ii) 
the determination of the appropriate criteria of profit ; and (iii) the 
most difficult of all, the isolation of the effects of the scale of operation 
on the volume of profits, as defined. 

The fixation of suitable measures of size is not simple, and it is 
particularly difficult to obtain a desirable level of precision. The diffi¬ 
culty is more pertinent in the case of multi-product, non-homogeneous 
industries like cotton textiles. The complexities of the situation were 
crystallised fully in the chapter dealing with the equipment patterns, 
and it was pointed out that it is almost impo,ssiblc to evolve a com¬ 
prehensive physical measure of size. The inadvisability of regarding all 
spindles, whether coarse, medium or fine, as identical, or of treating 
looms in this aggregative manner irrespective of width or type, or the 
failure to take into account other types of processing equipment is further 
complicated by the jicrformance of various services on a commission basis 
by some mills,and the use of fixed assets secured on hire." The 
considerations pointed out in an earlier chaj)ter about the extent of 
shift-utilisation and the variation therein from month to month also 
may not be lightly brushed aside. 

iL*. yVccordinjr to the Cciii.sus ol Manufactures, icjjS, ihe value nf services of Ihis 
lyjie extcecled R.s. 70 lakh.s. 

Accordinii: to flic same sf.iir<(!. Ihe reni annually j)nid for fixed asseis exreofls 
Ks. 19 lakhs. 
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It may be doubted whether the number of workers employed docs 
not afford a reliable physical basis that can be uniformly applied to all 
cotton mills. 

The answer must be in the negative on two grounds. Firstly, it 
must be recalled that levels of labour tleploymcut are significantly 
different, from centre to centre, and to a lesser extent from mill to mill. 
Obviously, it would be ridiculous to assert that a shed of too looms ojic- 
rating on die basis of two looms per weaver (i.e. w'ith 50 weavers) is 
than another shed of too looms working on the four-looms sys¬ 
tem (i.e. employing only 25 weavers). 

Tliese are hard, almost intractable problems to solve. The absence 
of an easy solution to them, or failure to appreciate them, can only lead 
to the adoption of a physical norm of size that is inadequate and which 
measures the performance of each company by a yard-stick that has 
sometimes forty inches, at other times thirty, but almost never thirty-six. 

The question may then arise—why not adopt a financial measure 
of size ' Paid-up capital, gross assets, net assets, block expenditure, 
sales—do not these offer a reliable index of the dimensions involved 
Paid-up capital is for obvious reasons, no criterion at all ; and in view 
of the vastly different \'olumes of gross assets that may be attained at 
any particular level of owned resources, as was indicated in the earlier 
part of diis chapter, it is a matter of .speculation how far two equal 
volumes of gross assets may be regarded as identical. The contrary 
case of net assets or owned resources likewise raises the crucial question 
whether the similiarity of volumes of net assets is the valid ground for 
ignoring the total or gross assets employed. Block expenditure likewise 
suffers from being materially influenced by accounting valuation proce¬ 
dures, the price level at which the greater portion of the block was 
acquired, and moreover, it forms only a fourth of the assets of mill com¬ 
panies, as we shall see later. Sales, even apart from the question of 
stocks, are hardly a suitable measure, unless the production assortments 
sold by two companies are substantially identical, a condition almost 
impossible to achieve under Indian conditions. 

In fine, no single measure of size—whether physical or financial— 
may be regarded adequate without additional proof being adduced 
in support of the conclusions arrived at on the basis of such a criterion. 

The second problem is, theoretically at any rate, more easy of solu¬ 
tion, for it may not be impossible to prescribe a reasonably satisfactory 
definition of profit, and to reduce all the financial statements to unifor¬ 
mity of conception. But this is just not possible with the Indian 
financial data. 

The most complex problems arise when the effects of scale have 
to be separated from the very large number of factors that go to make 
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and vary the level of earnings of a company. Apart from the influence 
of price-trends or market conditions, none of which may be identical in 
relation to the different sectors of the industry, there are the intangible 
but nonetheless substantial differences to profit levels caused by the quali¬ 
tative differences in management. How are these, and these arc only 
illustrative of the types of considerations that do arise and are of signi¬ 
ficance, to be integrated into a norm of size ? In the absence of such 
an integration, the mere co-variance of profit with a given change in 
size is not conclusive proof, and may be purely accidental. Thus, it is 
certain that some of the larger companies display a higher rate of profit 
because of unquestionably superior management, a fact which has 
enabled them to grow from smaller dimensions to their present size. 
Is the rate of profit earned bv such a company to be attributed to the 
later acquisition of size rather than to its prior possession of a level of 
managerial efficiency above the ordinarv r In the light of the faster 
rates of growth of some of our companies, this is no theoretical juggling 
with purely academic possibilities, but a problem that must be faced. 

Two major studies have sought to establisli correlation betwwn the 
size of cotton mills and their profitability—Dr. Lokanathan in “ Indus¬ 
trial Organisation in India ", and more recently, a bigger effort by 
Dr. M. M. Mehta in the “ Structure of the Cotton Mill Industry in 
India The methodology of neither study is satisfactory in 
relation to the points submitted above, and indeed, in the main, the 
issues are not raised at all. The data ot the latter study suffer from 
several other defects, factual as well as concei)tual, and taken together 
with the methodological lacunae fail to establish the main Jiypothesis. 
In two separate sections eaclt of these analyses is examined in the pages 
to follow. 

I. Dr. P. S. Lokanathan’s Analy.sis —Dr. Lokanathan measures 
the average profit performance of 53 companies over the period 1916-30, 
and classifiies the companies in a number of spindle ranges. In each 
range he gives the profit rate data for individual companies and w'orks 
out the average rate of profit on two bases : (i) an average rate of jirofits 
inclusive of companies that failed and (ii) an average rate exclusive of 
such companies. The results are summarised in the Table on the next 
page. 

On the basis of these figures, although not altogether unmindful 
of the intra-range dispersion, Dr. Lokanathan arrives at the conclusion 
that mills having less than 30,000 spindles and mills having more than 
75,000 spindles do not do as well as those within these limits. It is 
also contended that the failure data points to the same conclusion, as 
does the record of dividend declarations. 


4 . Jiidusftid! Oiganisnlitni ii India. ]i. rt .saq. 
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Spindlo Range 


i No. of ; „ 

• Companies ^ Companies 
faiJmg 


Average Rate of Profits 
1916 30 


Upto 30,000 ...i 8 

30,000- 45,000 ... 25 

45,000- 6M,000 ... 9 

60,000— 75.000 ... 2 

75.000-100,000 ... 3 

100,000 and over 6 


4 

9.8 

19.25 

7 

16.3 

22 60 


30.5 

30.50 


65.0 

65.ii0 


16.0 

16.00 

1 

26.0 

31.00 


This statement of the position is entirely unacceptable, apart from 
its failure to tackle the fundamental methodological problems previously 
discussed, on the following grounds. 

(i) The variations in loom : spindle ratio, and the disparity in 
the extent of machine utilisation from mill to mill arc altogether ignored 
in the present approach, which also fails to recognise that the number of 
spindles alone is a very poor index of the magnitude and diversity of 
textile equipment. 

Incidentally, it is incorrect to assume that a [)articular company 
remained in the same spindle range, or at the same ligure of spindleage 
during the entire period of Dr. Lokanalhan’s study. Hie lollowing 
figures of the size-dispersion of Indian mills in terms of spindles, worked 
out by Dr. N. S. R. Sastry,* ‘ arc indicative of the instability of the size- 
distribution figures during the period 


No. of Mills Proportion 


Spindle Range 

1925 

1937 

Difference 

1925 

1937 

i5,noo 

42 

68 1 

26 

1 17 ; 

21.0 

IS.bon— 30,000 

100 

140 1 

40 

1 39 i 

43.0 

30,000— 45,000 

57 

1 j 

2 

22 ' 

18.0 

45.000— 60,000 ...! 

! 27 

! 34 

7 

11 ; 

10.0 

60,000— 80,000 

14 : 

8 

— 6 

6 ! 

r% * 

2.5 

80,000—100.000 

I 

! 9 

4 


3.5 

Above 100,000 --j 

1 

7 i 

1 

6 

— 1 

; ^ i 

2.0 


(ii) The method of delineating the results in terras of minirnum 
and rnaximum scales of operation beyond which profitability is impaired, 


'. 5 - 

l(i. 


A Stalisliail Sliidv of India’s Industrial nn'i-lofimnU. 1>- '.a- , 

Tin's pioblcni is also disriisscsl in ilu- noxl seclion dinlms uiih 
Mdiia’s analysis. 
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adopted by Dr. Lokatiatlian is, obviously, not directly relevant to the 
problem of ascertaining the co-variance between size and prohtability. 

It is also not understandable how 75,000 spindles can be regarded 
as the upper limit, when from his own data, companies with io(j,ooo 
spindles and over earn profits at the rate of 31%, which is higher than 
the rate of earnings obtained by 34 out of the 36 companies comprised 
in the ranges delimited by him as the outer boundaries of profitability. 

Furthermore, docs not the assertion that a company at the up|K*r 
level (which is two and a half times as big as the company at the lower 
level) can be as profitable as a company at the lower level, beg the 
question r 

(iii) It is also dilficult to reconcile the arithmetic average for various 
companies, which is how Dr. Lokanathan calculates the profit rate for 
companies in each range of spindles, with tlic original data. This may be 
judged from the dis])ersion of the .same companies according to profit 
rates shown in the Table below' : 


Average Annual Rate of Profit [l^>Ui tOtO) 









1 


1 


Spindle Range 

Up to 5'r 

0 

lA 

1^0 

15-20% 

O-'- 

^, 
0 

O'-- 

0 

n 

C i c • 

S 15 

■S' in 

0 

x> 

i No. of 
Companies 

Dr. Loka- 
nat ban's 
Average 









<. 



t'pto .30,000 



1 

1 

2 


1 


4 

19.25';;, 

30-45,000 

... 1 


2 

4 

6 

5 



18 

22.16% 

45-60,000 


, 1 

1 

2 

! 1 , 


2 2 


9 

I 30.05% 

60-75,000 





: 1 i 



1 

2 

65.00% 

75-100.000 



2 


. 1 i 


i 

1 

3 

1 16.00% 

100,000 and over 


1 

1 



!% 


i ^ j 2 


5 

j 31.00% 


; 1 

2 

6 

^ 7 

1 

|l2 1 

1 i 

5 

|T'|T 

1 

I '' 



It is clear from the above that at any level of .spindleage a number 
of different profit rates are obtained, the highest rates being confined 
to a very few companies, with no particular cluster in any category of 
spindleage. Likewise, the lowest rates of profit are obtained by very 
few companies distributed over a number of different spindle ranges. 

(iv) In the light of the preceding propositions, dividend perform¬ 
ance, which can at best only vaguely reflect the capacity to earn profits, 
need not be investigated any further. But on careful reading one fails 
to sec how these figures can support Dr. Lokanathan. By his own ana¬ 
lysis, 31 out of 53 companies did not declare a dividend in one or more 
years. Only three out of these thirty-one companies have less than 
30,000 spindles and the passing over of dividend has taken place in 
their case for one or two years only, as against at least .seven companies 
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with spindleagc in excess of 60,000 failing to declare a dividend for 
five years or more. How these facts can be regarded as particularly 
unfavourable to the smallest mills is not appreciated. 

(v) Dr. Lokanatlian adduces with approval the fact that out of 12 
companies which failed or had to be reconstructed, 4 were in the class 
of mills having less than 30,000 spindles. Granting that this rate is 
high, how is the high incidence of failures in the 50,000-45,000 
spindles group (7 mills) to be explained ? Is it fair to make a generali¬ 
sation of the proneness to fail on the basis of just 12 failures "? Also 
could it be that nearly 22% of the mills in this country failed, as Dr. 
Lokanathan’s proportion of failures to the group of 53 mills would 
have us believe ? Is it not likely that the group of 53 mills is largely 
comprised of Bombay mills, in a rather abnormal period of their 
existence ? 

It may be interesting to speculate whether the failure of a lakh 
spindles and more at the highest level and over 260,000 spindles worked 
in larger units is of lesser significance than the failure of 60,000 to 
80,000 spindles in the group of smallest companies. 

It follows from the considerations submitted above, and is reinforced 
by some of the facts brought out when dealing with Dr. M. M. Mehta’s 
study in the next section (because of their more direct relevance to his 
work), that Dr. Lokanathan fails to establish any co-variance between 
size and profitability. The c]ualifications and restraint in his study arc 
noteworthy, but do not make the generalisations any more acceptable. 

II. Dr. M. M. Mehta’s Analysis.—Dr. M. M. Mehta in his recent 
work on the Structure of the Ccjtton Mill Industry in India ” has devoted 
considerable space and effort to the establishment of a definite correla¬ 
tion between the scale of operation and profitability. 

Dr. Mehta maintains that the following propo.sitions arc well esta- 
hlisheii as a result of the studies made hy Crum, Blair, and Anthony : 

(i) Smaller units are technically inefficient ; 

(ii) their unit costs are higher as compared to larger units ; and 

(iii) that the mortality rate is higher for these units. 

Smaller units in the cotton mill industry then do not have any 
future, according to Dr. Mehta, and he further argues that such a ten¬ 
dency has been historically in operation.” 

On the side of the methodological approach it is suggested that 
market domination has little significance in the cotton mill industry, 

17 . The study was published in 1950 . 

18. Ibid., p. 3. 

19. Ibid., p. 4. 

13 
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jikJ the working of shifts or differences in hours of work do not mate¬ 
rially affect productive capacity."" Various criteria of measurement— 
workers employed, cotton consumed, spindleage, etc.,—arc indicated, 
and the paucity of data on some aspects is recognised but is dismissed as 
being of no consequence.'* 

For a detailed application of his techniques Dr. Mehta selects mills 
in one centre—Ahmedabad, for the period 1929 to 1942. Among 
factors that appear to have weighed with Dr. Mehta in his selection of 
Ahmedabad mills for study are greater homogeneity of conditions of 
management between mills and the belief that the levels of labour effi¬ 
ciency and the degree of mechanisation do not significantly vary from 
one company to another within a centre.'" 

To the mills of Ahmedabad, or to smaller grou])s of them, three 
different yardsticks for measuring the quality of performance in relation 
To size are applied : (i) earning capacity ; (ii) spindle, loom and labour 
productivity ; and (iii) the average cost of j)roduction.''‘ 

The iirst method is sought to be judged ris-u-fis a number of 
different bases,capital and funds, effective capital, gross block, net 
block, paid-up capital, etc., over the period 1929-42. The results sub¬ 
mitted below are abstracted from Dr. Mehta's study : - 


Rates oj 

/*ro/// on 

Dilli'frnl Base.s 

'■/\ 

• 0 / 

Mills with Spindleage 

Capital & Effective 

Funds Capital 

Gross Block 

i 

Net Block i Dividend 
Kate 


1938 1 

1939 1938 

1939 

1938 

1939 

1938 ! 1939 n&29-42) 

! 

l-pto 15.000 

0.98 

1.30 ^ 0.23 

0.43 

0.35 

0.63 

0.43, 0.81^ 5.85 

15-30,000 

4,33 

4.30 i 1.96 

2.13 

2.98 

3.26 

4.80 : 5.27 8..33 

30-45,000 

.i 5.53: 

4 . 65 ! 5.58 

4.65 

4.67 

4.00 

1 10.14 ; 8.41 : 15.94 

45-60.000 

13.00 

11.42j 4.43 

i 7.29 

10.92 

10.86 

10.64 ; 17.95 27.45 

Above 60,000 

, 10.88 

10.45 ! 8.09 

j 7.60 

11.53 

11.52 1 

! 

26.26 j 29.43! 24.40 


On the basis of the above figures it is concluded that the capacity 
to earn profits rises with an increase in the size of a unit.'" 

Dr. Mehta arrives at a financial estimate of output, presumably 
from the profit and loss account, for the purposes of applying his second 
criterion. He divides this figure by (i) the number of spindles, (ii) 
the number of looms, and (iii) the number of workers employed as 

50. Ihid., p. 13. 

51. fhifL, pp. 51-55. 

55. IhiiL, j). 15, 

5 ;^ I hid., j). 34 . 

54 . Ibid., p. it )2 ct scq. 

25. Ibid. 
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given in the Annual StateineiU of the Millowners’ Association, Hoinbay, 
and each of the three figures so obtained, after being averaged for the 
purpose of yielding a group estimate, is considered the productivity of 
each unit of the three divisors. The figures arc submitted below :— 


Spindleage 

Production per 

Production per 

Production per 


apindJe 

lootu 

worker 


Rfl. 

Rs. 


Upto 15,000 

39 

1.506 

1,768 

15-30,000 

46 

1,878 

2,193 

30--45,000 

48 

1,907 

2.222 

45-60.000 

53 

3.100 

2,523 

Above 60,000 

80 

3,183 

3,190 


The upward trend with each higher spindle group is corroborative 
of the results attained by the first method. The similarity in movement 
trends of the three scries is regarded as additional confirmation of the 
superiority of large-scale operation."" 

Finally, Dr. Mehta is of o[)inion that the average costs are lower 
for the bigger companies. For about 40 companies he calculates the 
proportion of each major item of cost, averages the results according to 
spindle-groups, and brings out the reduction in the proportion of some 
costs—for example, raw cotton—with each higher spindle grouji. 

In brief, Dr. Mehta goes further than Dr. Lokanathan and sug¬ 
gests a direct relation between the scale of operations and profitability, 
productivity per unit of equipment and labour, and costs of production. 

In the pages to follow, these hypotheses are examined to bring out 
their utter fallacy. It should be apparent, however, that .some of the 
comments made in the preceding sections have equal and direct relevance 
to Dr. Mehta’s approach as well, and do not need to be restated, before 
discussing the details of Dr. Mehta’s copious c|uantities of data a brief 
examination is made of his methodology and approach. 

The theoretical propositions as stated by Dr. Mehta are definitely 
not as well established as Dr. Mehta regards them."’ Furthermore, each 
of the studies (by Crum, Blair and Anthony) adopted a financial measure 
of scale—total assets or sales, for example, and not a partial, absolutely 
inadequate physical measure like spindleage, which docs not diileren- 
tiate between mule and ring spindles and which, amazingly enough, also 
regards doubling spindleage as part of the yarn spinning process."" And 
it is obviously more likely that some aspects of the financial structure 

i»(>. I hid., p. 17.P 

1*7 See jewkes John, Ordeal i)y JMaiiiiinj*. pp. .sS-p. 

28. Op. cit., p. 15. 
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arc better correlated to financial results, than a comj)arativcly static, 
physical index of size. 

Moreover, the assertion that market domination has little signi- 
ficance in the mill industry neglects the elements of price-leadership, 
and the premiums resulting from consumer following (which are pointed 
out in Part II), which although mainly extraneous factors as regards 
scale of operation, do materially influence the financial results of the 
compa n ies conce rned. 

It is difficult to understand the grounds which enable Dr. Mehta 
to regard the working of shifts and diflcrcnces in hours of work as not 
materially affecting productive capacity. The proposition as advanced 
is not merely inconsistent with the commonsense view that a mill work¬ 
ing two shifts operates on double the volume of production, etc. tlian 
the same mill on a single sliift, but it is also increasingly disparate with 
the facts in the Ahmedabad mill industry during the ])criod of 
Dr. Mehta’s study and later. The nature ol the error involved in 
Dr. Mehta’s judgment may be gauged from tlie data submitted 
below." * 



— 

No. of mills working 
the night shift 

No. of workers employed 
on the night sliift 

December 1930 

18 

8,950 

January 

1937 

19 

8.960 

March 

1939 

39 

22,700 


The substantial difference that night-shift working made to the rate 
of machine utilisation is reflected in the excess of the rate of cotton 
consumption of 67 common cotton mill companies above the rate of 
increase in their physical equipment—spindles and looms. The figures 


— 

1930 

1939 

Percent ago 
j DilToronce 

! 

1. Spindles at work 

12,14,000 ! 

16,37.000 

•i- 33% 

2, Looms at work 

28,000 1 

42.300 

4- 50%, 

3. Cotton consumed (in candies) ... i 

1,56,000 1 

2,73,000 

+ 75% 


! 


Incidentally, the unreliability of Dr. Mehta’s only measure of size 
—spindleage—stands out from the above table which brings out two 
facts : firstly, that the size-dispersion was not only not static over the 
entire period, but that there was a considerable difference in the rates 

1 * 9 . See Textile l.nhouv C.tnnnitiler, Rejjori, V'oJ. II, pp, lOi*-;;. 

Basic data from M. |. Desai, the Titumewg of the Cotton Textile Industry in 
the Botnhay Presidency, iiiipiihlished riiesis, Appendix II, 19 /]^. 
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of growth of the tliftcrent types of ceiuipment. The instability, charac- 
teristic of the Ahmeclabad mill industry, when judged in these terms, 
is further (locuincntcd below, with data obtained from Dr. Sastrv’s 
study'':— ^ 


Ihnirdabud Mills: Size Di.'.jinsion (J92 >j7) 



! No. of Mills 


1 No. ofMilla 

Spindleaize 

1925 

1937 

Loomage 

: 1925 

1937 

l-pto 15.000 

... 5 

6 

Tpto 200 

1 

1 

15,000 to 30,ono 

33 

50 

201- 400 

15 

9 

.30,000 to 45,000 


15 

401 - 600 

15 I 

1 32 

15,000 to 60.000 

V 

3 

601— 800 

12 

16 

FiO.OOO to 80,000 


2 

801—1.000 

5 

11 

80.000 to 100.000 



1,001—1,200 


1 

AboA'e 100,000 



Above 2,000 

■4 

5 


Doubt is also cast on the representative character of results obtained 
from a study of mills in Ahmedabad because out of the 26 mills with 
mrtre than hoanxj spindles in 1925 not one was located in Ahmedabad, 
and in (937, it liad only 2 out of 23 such mills, although about a quarter 
of Indian mills were located therein. It is even more surprising that 
Dr. Mehta should have decided upon Ahmedabad when he himself pro¬ 
vides a catalogue of factors wliich retard the growth, in terms of .size, 
of Ahinedabacl mills. " 

The further .'assumptions made in Dr. Mehta’s study about the 
absence of significant variations in the level of labour efficiency and 
mechanisation, rendering mills within a centre more comparable to each 
other, arc at variance with the facts which were discussed in some detail 
in tlie chapter dealing with labour deployment problems. By way of 
an additional affirming illustration, details are given below, for Ahmeda¬ 
bad as well as Bombay mills, .-ibout the occupation of sider or pieccr, 
relating to July T937 " " 


Sidora Employed , Kint^-Frame Shifts ■ Proportion of Total 


. Alimeda- -r* i xiiiiuov 

Hombny Bombay : , Bombay 


Ahmoda- 


Ahmeda- 


SinRlo Sidera 
Double Sidera 
Treble Sidera 


4,336 1 4.954 

4,678 I 2,154 

28 f 


2,168 I 2,477 
4,676 : 2,154 


31.0^;' , 54*.\: 

68 5".: . 46% 

0.5% j 


;{i. Op. lit., pj). 

‘I'.,'. Op. lil., p)>. r, ;ind 

:{;j. Ihid., p. y;;. 
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The non-comparability of financial results between mill aiul mill 
uppears even greater when it is recalled that during this period levels 
of labour ileployment were already shifting upwards. Tims, to illus¬ 
trate w'ith reference to the same occupation, the number of two-siders in 
Ahmedabad rose from 792 in August 1934, to over 2,000 in March 
1939, about five years later.'” 

A further factor complicating the tasks of comparison is the great 
intra-centre variation in wage rates for the same type of work prior to 
the standardisation of wages. Although it would be absurd to attribute 
higher profits exclusively to lower wages, their significance to some mills 
is indisputable in the light of the figures submitted below, " which were 
utilised in another context earlier :— 


AInmdabad Mills Divided Atcordim^ to H Levels 


— 

Average 

1 Lower than 

I Average 

Eligher than: 
Average 

Total 

Mills above a siatod profit level 

12 

12 

20 

44 

Mills below a stated profit level 

6 

12 

2 

20 


18 

24 

22 

64 


It is clear tliat the measure of homogeneity in conthtions of work 
and wages, required to enable a definite appraisal of the influence of the 
scale of operations on the volume and the rate of profits, does not obtain 
in Ahmedabad prior to the standardisation of wages. 

In the light of these considerations, any further examination of 
Dr. Mehta’s hypotheses may be deemed unnecessary but for the distant, 
almost unrealistic expectation that the scale of operations is sufficiently 
significant to outweigh all these contrary considerations. The desire 
not to neglect a possibility of this character constitutes the only ground 
for an additional examination of Dr. Mehta's yardsticks and the results 
obtained by their application. 

Some asj>ects of the unreliability of his only measure of size, spindle- 
age, have been already considered. It only remains to add that the 
failure to differentiate mills according to tlie quality and composition of 
their product-structures, is equivalent to a failure to appreciate the 
important financial implications arising out of the same. 

The broadly similar upward movements of profit rates calculated 
on a number of bases, all provide only a single type of result arranged 
according to an unreliable and misleading criterion of size. These do 
not serve at all as checks on each other, contrary to Dr. Mehta’s view 

Jhid., p. j8|). 

S(T Ohapfer ff; 'Mic VVagi; .Sifiiatuiii. 
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of them. They woukl have served as independent checks and alterna¬ 
tive results only if each had been made a measure of scale, in turn. 

Among other factors vitiating the conclusions of Dr. Mehta arc the 
use of accounting profits unadjusted for deprcciati<jn at rates allowed 
under the income-tax law% and the tremendous intra-range dispersion of 
profit rates which was also true of Dr. Lokanathan’s analysis. The 
obviously better performance of smaller companies in the matter of 
dividencf payment, than would appear to be justified by Dr. Mehta's 
results on other bases of jirofit-rate calculation, is also intriguing. 

Dr. Mehta's second criterion—productivity per spindle, loom, or 
worker,- leads to results of no validity whatever. Me appears to have 
treated financial incomings as equivalent to output, which is obviously 
absurd. The division of this same figure by each of the three items— 
spindlcagc, loomage, and the labour force—is wdiolly unwarranted for 
the values of raw materials and store purchases included in the so-called 
‘ output ’ have nothing to do with the productivity of a spindle, a loom, 
or a labourer. The share of the finishing processes in this ‘ output ’ is 
also not ascertained, and in the light of our previous conclusions, this 
reprCsSents an error of increasing dimensions with the passage of time. 
The valuable premiums secured from consumer following by some mills 
will likewise unfavourably affect the validity of tr)tal financial incomings 
to be equated to ‘ output 

In other words, the magnitude to be so divided is the value added 
by manufacture, which mtisty in addition, be separated into the respective 
contributions of the various departments, which alone ought to be 
divided by the volume of equipment to yield the monetary measure of 
productivity in a given year. 

Furthermore, in order to arrive at a comparable measure of spindle 
or loom productivity, the spindleage and loomage should be reduced to 
spindle or loom shifts of a given number of hours, or into spindle and 
loom activity for any other defined period of time (say, an hour). 

Dr. Mehta's estimates of labour productivity are equally unaccept¬ 
able, being based on the number of workers employed per mill, as given 
in the Annual Statement of the Millowners’ Association, Bombay. As 
a footnote to the Statement annually repeats, these represent only em¬ 
ployment on the first or day shift. And, since not every mill was 
working a second shift, or working it with a labour complement that 
was only a defined proportion of its labour force on the first shift, the 
calculations of Dr. Mehta do not afford any index of productivity. 

Dr. Mehta’s own data negatives the truth of his third criterion, 
from which it is obvious that at least ten other companies, distributed 

Sf). Ihifl., ]). 
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over a number of different spindle ranges, have a lower proportion of 
cotton costs dian the group of largest companies for which these work 
out to 40.20%. 


Spindle Range 

No. of Mills having Lower Proportion of 
Cotton Costa as (!)ompared to the Largest 


Companies 

15.000 to 30.000 

6 

30,000 to 45.000 

3 

45,000 to 60,000 

1 


This method of looking at costs is erroneous in principle. If all 
costs are eepated to 100, the fact that one item works out at a higher 
ratio, only means that some other costs arc lower in proportion. And 
since total costs are necessarily 100 for each company and category, this 
would lead to the absurd conclusion that costs are identical for each 
company or category of companies. 

To sum up. Dr. Mehta has singularly failed to substantiate his 
theoretical standpoint from the results of his inductive approach. There 
is no reasonable basis for presuming that the capacity to earn profits in 
the cotton textile industry has hitherto been related in any tiefinite, neces¬ 
sary manner with the size of a unit. The various factors at work have 
been numerous, complex and lacking in the attribute of uniformity in 
their relation to individual units. No study of size and jirofitability 
can ignore these, and still be considered as realistic. 

The propositions emerging from the Western studies of the pro¬ 
blem, however well-established, (and, this is not altogether free from 
doubt) in their particular locational context, may not fairly be extended 
by analogy to represent conditions in the cotton mill industry in India. 

The qualifications which necessarily modify and circumscribe 
almost every single proposition crystallising throughout the present 
study, are against discovering any statistically significant correlation be¬ 
tween the physical scale of operations and earnings. 

C. A REVIEW OF THE PROBLEMS OF FINANCIAL 
MANAGEMENT 

The various trends operating in the physical and the market 
structures of the cotton textile industry have had their respective impli¬ 
cations in the financial structure of the industry. These implications 
have been felt in a number of different directions : firstly, there arc the 
problems connected with what is conveniently called industrial matu¬ 
rity ; secondly the growing importance of fixed and overhead costs ; 
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and, finally, the various developments in the assets structure. Kach of 
these are examined, in that order, in the following pages. 

The Implications of Industrial Maturity.—Industrial maturity, in 
the context of Indian cotton mills, implies the adequacy of indigenous 
production for the needs of the national market, increasing internal 
competition in a normal market, although avoiding the ri.sks associated 
with early enterprise in the mill industry. The effects of industrial 
maturity are perceived in the recent patterns and rate of gnwth, the 
altered relationship between wages and profits, and the investor’s eva¬ 
luation of the prospects of the industry, as reflected in share prices and 
the difference between the intrinsic and the market values of shares. 

(a) Growth Patterns.—Historically speaking, the cotton mill 
industry grew in the early stages largely (though never exclusively) as 
a spinning industry. The development of weaving was later and more 
rapid. But these broad tendencies apart, there is a distinct slowing 
down, in the last fifty years or so, in the rate at which new ec|uipmcnt 
is being added. 




intiunl 

Hair (tf 

Inrrcdsr 




Bombay City 

Host of India 

All-India 

Period 

Spindles 

Looms 

: Spindles 

\ 

I^ooms 

Spindles 

1 Looms 

1908 to 1914 

... 1.5.700 

2,030 

1,24.300 

1.020 

1,70 000 

1 

i 6.050 

1936 to 1939 

... — 44 600 

—317 

i 1.33,600 

1,970 

89.000 

j 1.600 

1908 to 1939 

3.800 

1.160 

1,34.200 

3.240 

1.38.000 

4 300 

1939 to 19.50 

6,900 

—180 

80,100 

1,880 

87.000 

, ijoo 

Sonrcc: Uasic 

d.'H.t iVoiii (hi 

• .Annual 

.Sialcnufit 

of llic Millownns’ 

.\ss()( iatirm. 




It is clear from the above table that the rate at which new equip¬ 
ment is added, is distinctly slower in the case of an older centre like 
Bombay City than is the case with the rest of India. It may also be 
noted that the rate of new additions in the last decade is barely one-half 
of the rate at which spindles were, being added before the First World 
War. It is still lower in the c.ase of looms. 

Simultaneously with the reduction in the rate of growth of the mill 
industry there is a shift in the regional location of new mills, which are 
being constructed, as may be seen below, in areas where the indtistry is 
hitherto less develf)pcd :— 








SJOIi illK INDIAN C.OirON IKXIU.K INDUSTRY: AN i:a)NOMIC: ANAl.YSIS 


Mills in the Course 

of Erecti 0)1 on 3J 

si August 

I95U 

Region 

Xo, of Mills 

Spindles 

Looms 

1. Bombay State 

2 

29,000 

2,300 

2. Madhya Pradesh 

*> 

37,000 

690 

3. West Bengal 

10 

134,000 

6,600 

4. Madras 

8 

80,000 

500 

5, Travanoore and Cochin 

2 

20,000 

i 200 

6. Mysore 

i 1 

i 

15,000 

300 

Total ... 

i 25 

i 

315,000 

1 10,590 

Projected equipment of new mills as 




percentage of existing equipment 



5.5% 

Basic data trom ^ 

lillouiieis’ .Associa I ion 

. Bombav. . 

Annual St.iu-incni, 


I9V>- 

It follows from the above considerations that the comparatively 
slower rate of growth can bring about only a smaller proportional 
change in the structure of the industry presently, although the implica¬ 
tions of this small addition for the stability of the industry may be 
graver, since the industry has already reached a stage when it constitutes 
the largest and the most important textile supplier in the Indian market. 
A slower rate of new additions to equipment also means a higher pro¬ 
portion of replacement and renewal demand in the new investment in 
‘ fixed ’ capital. 

In the context of our analysis of the market situation it is clear that 
new investment in the cotton mill industry, at the more or less present 
levels of our standard of living, cannot hope to displace an extra- 
national supplier of textiles. It must lead to increased competition 
between the various local producers on the one hand, and among mills 
in particular. It is also clear that the new additions to equipment could 
more easily lead to a position wherein exists a chronic state of over¬ 
production in relation to extant demand. The fact that the.se new mills 
are being more or less wholly .set up in low-wage areas threatens to 
make the position even more complicatetl. 

In brief, the slower rate of growth denotes the structural stability 
of the industry, although its implications in terms of market stability 
are more serious and less favourable. 

{b) The Relationship between Wages and Profits.—Another very 
significant aspect is the relation between the wage bill and the volume 
of profits. In the figures given below," the data relating to two boom 

Tli(? basic data for ilic firsi pcricK) was (d)fai!icd from (. A. VVaclia’s writlcii 
sfatemem bdort* ilie Indian Tariff Board, niub. (Evidence, Volume TV, p. 71 
rt T be data for the Ir.fter period is ba.sed on I Tie figures of profits as 

estimated by ibe TiHbisfrial Court for the purpose of Tionus awards ; and tbe 
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periods is juxtaposed to bring out the nature of the long-term change that 
has finally emerged ;— 


(in hiklt Kuyxrs) 


1905 and 1906 i 1948 and 1949 


Average annual net profits, before taxation .... 227 1,050 

Annual wage bill .., 209 2,800 


Althougli it i.s in no way implied that the change is abrupt in its 
emergence, it is undeniable that it is of a fundamental character. In 
other words, in order to earn Rs. loo in the first decade of this century, 
the industry had to pay out only Rs. Hy as wages ; in 1948-49, it reejuires 
a wage payment of Rs. 267. Equally important is the fact that taxation 
now takes away about 40% of the net profits as against approximately 
]o% in the earlier period, with the results submitted below :— 


— 

1 i 

1 1905 and 1906 

1 ! 

1 

1 1948 and 1949 

! 

! 

Net profitB after taxation 

! 

100 

100 

Wage bill 

105 

467 


Under-estimation of the magnitude of the change is involved in the 
above figures since 1948 and 1949 cannot fairly be regarded as typical 
of the booms likely to affect the mill industry in the near future. It 
is also not unlikely that this ratio has undergone a further extension in 
the years 1950, 1951 and 1952. 

In view of the present reduced differentials between wage levels in 
different areas in the country and the general lower level of labour 
deployment in most low-wage areas, the older ratio of profits to wage 
payments is not generally approached even by mills in such areas. 

(c) Investors’ Evaluation.—The significance of the changes noticed 
above has not escaped tlic stock market, although the process is likely 
to have been only unconscious and discontinuous. This may be appre¬ 
ciated from the figures submitted below which compare the highest share 
prices for a few leading companies during the boom period of 1920-21, 
and the highest prices attained in the last seven or eight years :— 

wagt* bill was cilnilalcd on ibc basis of figuns given in tbc JiuKctiu of ilit’ 
Jiurran of /'Aottouiira and Slntistics, 1951. 
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Price of Share 

i 

Mill Company 

during Boom 
Period 

, Highest Price 
Recently 


1920-21 

1 



Rs. 

Rs. 

1. Bombay Dyeing 

4,395 

3,290 

2. Century 

1,545 

1,300 

3. Colaba Land 

3.800 

526 

4. Finlay 

1,845 

555 

5. Khatau 

920 

555 

6. Kobinoor 

4,800 

1,180 

7. New City 

1,040 

640 

8. New Great Eastern 

1.375 

685 

9. Swan 

1,700 

570 

10. Swadeshi 

6,030 

1,005 

11. Vishnu Cotton 

2,375 

865 


Average Value .... 100 

37 

Sourer: Basic data rn)m Annual Market Review, issued l>v Ibeinchatid Rcnchaiul 

Sons. 



The tendencies stated above also find expression in 

the difference 

between the proportional intrinsic value of the assets of a 

company and 

the price of its shares. In the table given below, with data collated from 
the same source, the changes in the position arc crystallised further : — 

— 

Share Value as Percentage of Intrinsic Value 

1928 

39 


1938 

37 


1946 

114 


1950 

89 



Another indication is to be had from the fact that on April 15, 
1952, shares of 15 out of 84 companies listed in the luJian V'lmnice^ 
were being quoted below par. 


Rising Proportion of Fixed and Overhead Costs.—A strong case 
exists suggesting that the importance of fixed and overhead to total costs 
has been rising in the cotton mill industry. The trend can be ascribed 
to a number of different reasons. The assumption of new and more 
complex management functions, and the creation of various indirect ser¬ 
vices within the mills, such as canteens, creches, etc. arc one set of such 
factors. The process of capital intensification and the establishment of 
superior levels of labour deployment also work towards the same con¬ 
clusion. Loans from banks now form a much larger proportion of out¬ 
side finance, a fact which must also raise the proportion of less flexible 
costs. Likewise, the substantially larger amounts of amortisation 
quotas in the case of new equipment are important not only for new 
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mills, but, as will be evident from the next section, arc of general 
importance. The necessity to make interest payments for the portion 
of capita] obtained in the past at high rates also tends to operate in the 
•samc direction although a considerable portion of it has been retired in 
recent years."" 

The tendency clearly reflects itself in the ratio of workers engaged 
to other staflF employcil. This ratio was 44 per 1,000 of the latter in 
191J, and 58 per ],(>oo workers in 1948. The details arc given 
below”:— 


— 

No. of Workers 

Other Stall 

1911 

295.000 

; 13.200 

1918 

673,000 

39,200 


Finally, the introduction of compulsory provident fund and health 
insurance schemes is also likely to accelerate the operation of these ten¬ 
dencies in the future. 


The importance of the generalisation emerging from the above 
analysis lies in the fact that financial operation presently stands more 
sharply bifurcated into the current or flexible type of costs on the one 
hand, and the fixed and overhead costs, on the other. The latter do 
not change with the former, and are not easily reduced. Conversely, a 
lower level of gross earnings is bound to impinge more severely upon 
the residual category of net earnings. It is, therefore, reasonable to 
expect that fluctuations in the earnings of cotton mills will be more com¬ 
mon in the future, than they have been until now'. This will call for 
superior skills in the management of financial operations. The results 
of the next section, w'hen viewed in conjunction with the above considera¬ 
tions, emphasize the vastly complex pattern of financial management that 
is replacing the earlier, simpler patterns. 

;;S. f lic rule’s of inicrcst qiiaranU’ccI on preference shares are a good illu.s'raiioii. 


of Issue {%) 


Xa. of preference share issues 


5 

5 i 

6 

6i 

7 


I 


4 

1 

6 

s 

8 


Basic data from the Indian Finance. 

‘i(). Sources: (i) Induslrial Census. 1911, Statistics of Briiish liulia. \'o\. I, i«nS. 
(t») Census of Manufariurcs. io|S. 
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D. THE ASSETS STRUCTURE 

Data essentially similar to that used in the discussion about the 
sources and quantum of capital is utilised for the present discussion as 
well. The major trends in the assets structure are : (i) the increase in 
the volume of assets ; (2) the fact that a significantly larger proportion 
of assets now constitutes working capital than was true before the War ; 
(3) the composition of recent investment in ‘ fixed ’ capital ; and (4) 
probably as a consequence of all the above, the strain on the liquidity 
of the cotton mill industry. 

In tile table succeeding are presented the basic factors, firstly, for a 
group of 50 common companies for the years 1937, 1946 and 1950-51, 
and secondly, for a larger group of 82 companies comprising nearly 
one-half of the spindleage in the country in 1950-51. 


(in lakli Rupees) 



1 1937 i 1946 

1950-51 

1950-51 


j (50 Common Companies) 

(82 Companies) 

Gross Block 

... 4.297 4,730 

6,003 1 

8,38:t 

Net Block 

... 1.943 1,429 

1.982 i 

3,072 

Working Capital 

...: 1,587 6.344 

7.742 j 

11.695 

Total Assets 

...' 3,530 7,773 

1 : 

9,623 

14,767 

The data for the 

50 companies is arranged below in 

the form of 

indices to facilitate the examination of the assets structure 

:— 


1937 

1946 

1950-51 

Gross Block 

100 

100 

139 

Net Block 

100 

73 

102 

Working Capital 

100 

399 

487 

Total Assets 

100 

220 

275 

The main trends 

noticed from the above 

tables are 

summed up 

below. 




(i) The relationship between the volume of fixed capital and the 
amount of working capital employed in the cotton industry has recorded 
a major change, as a consequence of the developments in the production 
structure and the upward shift of all price levels. In 1937, 53% of 
the assets of cotton mills were represented by net block expenditure and 
in 1946, the proportion declined to 22%. In 1950-51, however, the 
proportion was maintained at the level obtaining in 1946. Conversely, 
this means that working capital now represents 78% of the assets as 
against only 47 per cent in 1947. The gradual conversion of assets 
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into working capital should not be under-estimated in importance on 
the ground that net block is largely valued at the lower, pre-war prices 
of purchase. For even after acknowledging that fact, it cannot be dis¬ 
puted that the intake of new assets has been absorbed mainly into assets 
representing circulating capital. 

In the case of the 50 companies, it also ajipears that, to some extent 
at any rate, even amortisation tjuotas have been convertetl into working 
capital, e.specially upto 194b :— 

filj (I(Hi* 


— 

Gross Block 
.Kxpendituro 

Net 

Block 

Depreciation 

1937 

43 

19 

! 24 

1946 

47 

14 

33 

1950-51 

60 

20 

40 


It stands out from the above that notwithstanding the addition of 
nearly 40% to the value of the gross block between 19^7 and 1950, 
the net block has remained at more or less the same value. 

The larger grouj) of 8a eompanies also yields 76% as the propor¬ 
tion of working capital to total assets and 24% as the net block. Thus 
confirmed, and interpreted in the manner indicated in the last para¬ 
graph, we may generalise that the industry, in general, now has about 
three-quarters of its total assets employed as working capital, against 
less than one-half in 1937. 

(2) It is also clear that between J946 and 1950-51, the volume of 
the gross block exfienditure of the 50 companies has advanced from 
Rs. 47 crorcs to 60 crores, thereby checking any further increase in the 
proportion of working capital to total assets. 

The operation of these tendencies may also be observed from the 
value of cotton textile machinery imported during 1946-47 to 1951-52, 
amounting to Rs. 48 crores. Adding the payments made by way of 
customs duties, erection charges, the value of machinery (for examjilc, 
electric motors) which is common to cotton mills as well as otlicr indus¬ 
tries, the value of machinery manufactured in the country and the ex¬ 
penditure in buildings and land necessary (if any) for the same, the 
gross volume of investment in ‘ fixed ’ capital for the industry as a whole 
may be placed probably in the neighbourhood of Rs. 100 crores. About 
Rs. 70 crores is the gross investment by older mill companies in fi.xed 
capital, the rest being accounted for by new companies. 

It is to be noted, however, that the volume of w'orking capital 
presently is 37% above the volume in 1947 although without affecting 
the ratio of working to ‘ fixed ’ capital. 
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Althougli the propositions as stated above can be valid only in a 
general way, there cannot be any doubt about the fact that tlie manage¬ 
ment of the assets structure is now principally the management of the 
flow and the volume of working capital. 

( 3 ) Furthermore, a much smaller proportion of the working capital 
now constitutes cash and other liquid resources. It is also probable 
that the latter tendency has been particularly strong in the last five years. 

In other words, llie working capital cycle has been enlarging in 
scope, but despite the maintenance of higher levels of profit during these 
years, it has also resulted in a smaller balance of cash and similar resources 
being left with the mills. This implies that the proportion of assets, 
more or less immune to changes in the price structure, is now lower 
than was true in 1946 , or even 1937 . ^ corollary, the liability to 

be affected by price fluctuations is now greater than it was only five 
years back. 

The greater volume of working capital requirements, as well as 
the accelerated increase in the outlay on ‘ fixed ’ capital have been 
adjusted to in two ways : (j) a low'cr volume of cash and other similar 
liquid resources and ( 2 ) increased use of bank credit. The reduced 
liquidity is reflected in the following figures :— 


Cash and Other I.iquid Rcsoinrrs {‘>0 Coaipavies) 

(in lakh Rupees^ 


Financial Year Bombay 

ending in State 

1 

Madras 

State 

Calcutta 
and Other 
Centres 


Total 

1946 

1,908 

498 

632 


3,038 

1947 

1,848 

744 

739 


3,331 

1948 

1,708 

629 

544 


2,881 

1949 

1,599 

511 

380 


2,490 

1950 

1,588 

500 

388 


2,476 

1951 

1,257 

390 

365 


2,012 

The reduction 

in the above category i 

juxtaposed below w'ith the 

volume of bank ads 

ances 

— 




Indices 

1946 

1947 1948 

1949 i 

1950 

1951 

Cash 

100 

110 94 

I 81 ! 

81 

66 


... i 100 i 103 i 140 : 165 


Bank Advances 
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In brief, continual pressure on and reduction in liquidity, and 
the rapidly increasing reliance on outside sources of finance arc the most 
significant features of the financial management of cotton mills during 
the last five years. 

Fixed Capital.—before we proceed to detail the changes in the 
' fixed ■ capital pattern of the industry, a summary of the main magni¬ 
tudes involved is necessary, and is provided below :— 

'm i.tkii R III > 



1937 

1946 

1950-51 

1950 51 



(50 Companies ) 


(82 Companies) 

Gross Block Expenditure 

4,297 

4,730 

6,003 


Xet Block 

1,9^3 

1,129 

1,982 



The main conclusions to be drawn from the above Table arc, firstly, 
the substantial growth in the volume of block expenditure, and its 
acceleration after 1946 ; and, secondly, the constancy, more or less, of 
the volume of net block although we shall see later that the relationship 
between gross and net block is not as static as the aggregative constancy 
of the latter indicates. 

A tentative territorial picture, on tlie basis of the 82 companies, 
is submitted below for 1950-51 



No, of 

Gross Block 

Net Block 

! 

! Net Block as ‘V, 


Companies 

(in lakh Rs.) 

(in lakh Rs.) 

: of Gross Block 

1 

Bombay City 

1 

32 i 

3,795 

1,115 

29 

Ahmedabad ...! 


901 

341 

37' 

South India 

20 : 

1,509 

384 

25?o 

Rest of India ...i 

1 ^ 

2,178 

1,232 

56'^: 

AU-lndia ...i 

82 i 

8,3a3 

3,072 

36% 


The higher proportion of the value of net block to the original 
expenditure in the rest of India, is probably indicative of the fact that 
mills there have generally been in existence for a shorter period than 
mills in Bombay or Ahmedabad. 

Having appraised the main trends we now consider the pattern of 
gross block : net block relationship in the tw'o Tables on the next 
page. 


14 
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\ct Hlorh r/v l^errcnlagc of Cross liloch — 1^07 and 1916 
(W Cotnniojf Co77ip(niies) 


(in J:ikli Rujx'tsi 




; oto25?:, 

■ 26 to 50?/, 

’ 51 to 75% 

76 to 100% 

No. of 


Gross Block 



1 


i 

iCompanies 



,1937 1947 

193 

7 19471937 

1947|1937 1947il937 1947 

1. 

Cpto 20 lakhs ... 1 1 





1 

2 1 

2. 

21— 30 


V 

1 

2 

V 


4 3 

3. 

31— 40 

... 1 2 

o 



3 


7 o 

4. 

41— 50 

... 1 2 

1 

3 

3 

2 

1 

6 7 


51— 75 

... 1 6 

8 

6 



2 1 

M 1.3 

6. 

76—100 

... 1 5 

2 

o 


1 

2 

5 9 

7. 

101—150 

... i 2 

4 

2 



] 1 

9 7 

8 . 

151—200 

2 


;; 

2 



2 5 

9. 

201—300 

... 1 *1 


1 




.'i 2 

10. 

301—400 

... 1 





1 

2 '* 



8 2‘. 


19 

16 

If) 

8 2 

54 


\rl 

Block ns }*er(cniagc. 

(d 

(i TfM.v 

Bhu h ■ 10^1).y j 



Gross Block 0 to 25?/. 

26 to SO i. 

51 to 

75% 

76 to 100' 

No of 







Companie.s 

1. 

Upto 20 

2 


4 

1 



7 

2. 

21— 30 

... 2 


4 

I 


1 

8 

3. 

31- 40 




1 



3 


41— 50 

‘f 


;; 

] 


1 

7 

5. 

51— 75 

... 5 


16 

2 



23 

6. 

76-100 

•1 


5 

T 



10 

7. 

101—150 

1 


8 

1 



10 

8 . 

151-200 

j 


1 




2 

9. 

201—300 

... 2 



1. 



i 

10. 

301—400 



1 

.1 



4 

11. 

401—500 







12. 

501 and over ... • 


1 




1 



22 


48 

JO 


2 

82 

The broad 

impression, arising out of the tables, about the 

increase 

in the value of 

gross block is further analysed below : 

— 



Value of Gross Block 
(in lakh Rupees) 


Proportion of companies 

1937 1946 1950—51 

(54 Common Companies) (82 Companies) 


% % 


Upto 50 ... 

37 

29 

30 

51-100 ... 

34 

40 

40 

101-200 ... 

21 

25 

14 

201-500 ... 

.. 9 

8 

14 

501 and above 

i 

... 

1 
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It is ^xirmissible to conclude from the above that live most marked 
additive changes to fixed capital are characteristic of the larger com^ 
panics. 

The related tendencies in the relationship of net to gross block are 
brought together below^ :— 


Proportion of OompanieB Having Net 
Block as Percentage of Gross Block 


1 




0 to 25‘V 

' 26 to 50% 

51 to 75% ! 

i 

76 to 100- 

1 

1937 

(54 companies) 

1-1 

■M 

30 

O' 

/O 

14 

1946 

(54 companies) 

43 

35 

18 

4 

1950-51 

(82 companies) 

27 

59 

12 

2 


In line, it stands out from the above that the recent investment in 
fixed capital has been a general tendency shared by all except a few' very 
small companies, although the importance of the new additions un¬ 
doubtedly varies from company to companv. 

It also stands to reason from the above tliat the larger companies 
are characterised bv a hiiihcr ratio of net to gross block. 

It is interesting to note that the proportion of net to gross block 
at any given time represents something more than the average life still 
left in the plant. This is so because of the allowance of sizeable depre¬ 
ciation allowances at the time of the installation of the machinery under 
the provisions (^f the law of income taxation. I'liis may be interprctctl 
to mean that the average life of cotton textile plant definitely exceeds 
one-third, and is [probably nearer one-half of its expected life. This, 
however, does not mean that one-half of the plant is due for replacement. 
In view of the developments outlined in the chapter dealing with the 
equipment patterns, it is likely that a substantial proportion of invest¬ 
ment decisions has been charged off to revenue, instead of the capital 
account. When this is so, it may be doubted whether more than a 
quarter of the existing physical equipment is in need of immediate re¬ 
placement. 

I^. SUMMIN(; UP 

Many complex factors Jiavc been affecting tlic financial manage¬ 
ment of the cotton textile industry, especially in the last fifteen years. 
An increased volume of assets is required for operating cotton mills 
which has been mainly secured by increasing the reliance on outside 
finance, especially from the commercial banks. A significantly larger 
proportion of the assets is employed as working capital than used to 
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be the case earlier. Finally, the expansive tendencies in the last inc 
years, both in fixed and in working capital, have drastically lowered the 
volume of liquid resources available with the cotton mills, while raising 
the general level of amortisation quotas to be provided in the future. 

All these create complications in the financial structure which 
cannot be lightly ignored. The pattern now obtaining is unstable, and 
w'hat is worse, is highly vulnerable. There is reason to believe that 
many of the factors at work are permanent in character, and it apjicars 
reasonable to assert that financial management shall be more taxing in 
the future than was the case in the past, and in its turn shall call for 
greater ingenuity. Indeed, the challenge of financial management 
emerges as one of the most cogent, and one of the most urgent facts 
affecting the stability of the cotton mill industry. The return from the 
seller’s market, the higher wage levels and high, uncertain prices of raw 
materials combine to further underscore the immediate sources of danger 
to the financial structure of the mill industry. 



('haptek X 


CONCLUSIONS 

I he ])r()p(jsiti()i\s crystallising ii^ the course (;f the present study 
liave been sej>arately stated at the end of each preceding chapter. A 
resume is made in tliese last Images to enable a t|uick, connected review 
of these propcjsitions. 

I. The first structural aspect surveyed In us is tl)t evolution «Mid 
the jircsent state of the eejuipment patterns. 

Tlie strength of the early Jiritish inHuence persisted in the mill 
industry vigorously right upto the end of the nineteenth century, and 
later ileclined only gradually in stren gth. 

Looking at the industry as a whole, strong tendencies towards a 
horizontal type of (organisation were discernible npto die end of the 
nineteenth century. These were considerably modified by tlie develop¬ 
ments in the later years, when the process of vertical integration assumed 
an accelerated nace. Starting mainly in the thirties, the growth (of the 
powerloom industr\ !ia\'ing presently more than ),()(>(> looms, and 
the rise of a substantial, indcjoendcnt ‘ processing ’ industry signify tlie 
rc-emcrgencc (of liorizontal tendencies in the tnechanised secti(ons of the 
cotton textile indusir\’. 

The technical progress achieved by Indian mills lias been substan¬ 
tial, altliouiih it \^'as show in the earlv stages. The iiKjst significant 
aspect of the c\|nipmcnt patterns obtaining presently is not exhausted 
by tlie higher rate of technical progress. There is the ecjuallv important 
factor that mills have built up a substantial measure of capacity to effect 
further technical changes. 

In tlic spinning section, the most significant development is the 
growth of fine spinning, and the increase in the average count of yarn 
spun. Another change of some importance is the growth in the iisc of 
raw materials other than cotton. The conversion of spindles to tajie and 
other drives, short-cut processing and other small hut numerous changes 
are important features of mill practice presently. A large measure of 
variation between mills in the matter of productive efficiency is 
discernible. 

The doubling industry is of recent gnmth, and now comprises 
nearly 475,000 spindles. The dispersion pattern reveals remarkable 
concentration of this equipment with a small number of mills. Sewing 
thread plants co-exist in some of the mills owning doubling equipment. 
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The weaving equipment of Indian mills is mostly plain, although 
the number of dobby looms is sizeable. Special types of looms are a 
comparatively small proportion of the total number of looms. A large 
pro[X)rtion—60 to 65%—of the looms inside Indian mills is of wider 
width. The automatisatioii of looms has made progress since 1930, 
but its wider adoption is closely circumscribed by several counteracting 
factors. 

The installation of non-cotton weaving equipment inside mills has 
made a small measure of progress. 

The expansion of the powerloom sector has been remarkable in 
the last decade. Mainly organised in small units, the powxrloom 
industry utilises largely secomlhand machinery, and functions, speaking 
generally, at a lower level of technical efficiency than mills. 

The iinishing facilities with mills have been increasing, both in 
variety and capacity. Calendering, bleaching, yarn dyeing, and dyeing 
are among the commonest facilities, thougli these too arc not universal, 
("alien printing aiul mercerising are two other facilities that are common 
hut only to a lesser extent than the facilities just mentioned. wSub- 
stantial finishing capacity, mechanical and handicraft, exists outside 
mills. 

In a miscellaniety of other productive diversions, not a few cotton 
mills have engaged themselves, especiallv after 19^0. 

dlie results may be qualitatively summed up in three phases - 
diversification of equipment, tendencies toward capital intensification, 
and the re-emergence of horizontal trends in organisation in an industry 
where vertical integration has made remarkable progress. 

2. Wage rates, alter a huig t)eriod of early stability, have been 
rapidly adjusting upwards. They display a remarkable range of varia¬ 
tion as between different iiarts of the country, ami speaking generally, 
support a pattern of competitive alignments that has lower labour costs 
as the mainstay. Legislative inter\'ention has narrowx’d the range of 
variations in the last few years. 

The other constituents of labour cost - namely, dearness allow^ance 
and bonus jiayments—are unstable in time, and may not be predicted 
in advance by the individual company wnth any reasonable measure of 
certainty. The present levels ol dearness allow^ance payments, and the 
commonly adopted flat basis of payment Iowxts the differentials between 
emoluments of tw'o different occupational categories as stated in the 
basic wage structure. 

The different regional levels of the wage structure have liad com¬ 
plex reactions on the composition of the occupational structure, the 
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general result being an inferior level of labour tlc])loymcnt in low wage 
areas. To some extent, the latter type of centres have also approacheil 
higher levels of deployment. The line section, in particular, has failed 
to realise the advantages of a higher level of labour deployment. 

Labour unrest manifests itself in strikes, the disinclination to main 
tain discipline within the factory, and physical assaults on the hiuher 
staff of mills. 

In brief, labour problems have changed both in their nature and 
their emphasis during the cour^c of the evolution of the enPon mill 
industry. 

3. Tlie widespread adoption of the corporate lonii of business 
organisation, and the j^revalence of the managing agency system of ton 
executive management (stronglv backed by the strength of the ‘ pro¬ 
prietorial * element) provitlc the general background to (air studv of the 
organisational set-up. 

The rate and patterns of growth, aided by several other factors, 
have resulted in an increase in the number of functions comprising mill 
management, and in making it more cemiplex. 

The technical cadre has altered in its racial composition, as \N'cli as 
in the matter of minimum levels of qualifications necessary for entry 
thereto. The managerial function is emerging presently as a distinct, 
full-time and more complex activity to which non-technicians arc being 
increasingly harnessed. The use of specialists is small, and not always 
properly understood. I'bc jobber system, as constituted today, is the 
weakest link in the mill liicrarchy. It retards technical progress, fails 
to achieve effective communication within the work group, and is in¬ 
effective as the training ground for recruits to the higher rungs in the 
organisational set-up. 

The inhibiting effects of a system of top executive management in 
which new recruitment is restricited to a small class, the instability 
characteristic of the officer cadre, and unstable production schedules com 
prise the major weak points of cotton mill organisation. Several im¬ 
portant aspects, such as accident prevention or labour welfare policies, 
which could be given an orientation in terms of cflicicncy, arc ignored, 
or only ineffectively utilised. The tendency to rely on rules of the 
thumb prevails in considerable strength. 

4. The handloom industry was investigated by the Fact-Finding 
Committee in 1942. The conclusions of the Committee are examined, 
and the insecure factual and conceptual basis of some of the propositions 
advanced by them is analysed. 
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Supported by a reassessment of the broad statistical trends, the 
economics of technique is demonstrated to be against any extension of 
handloom weaving in the future. The trend towards higher levels of 
weaving labour de])loyment only aggravates the tlifficulties of handloorns, 
which perforce, in the future, will be restricted to smaller markets, un 
less drastic wState action comes to their rescue. The tremendous, recur¬ 
ring costs of any effective State action have been clearly indicatctl. 

5. The structure of cotton textile markets is complex, and has 
become more complex in the inter-war period. 

S K'aking generally, the total market for yarn contracted drastically 
after t ie first decade of the twentieth centurv, and reached a stajie of 
stability at a lower level thereafter, with some expansion in the thirties 
and later years. Exports were the earliest to diminish, whereas liand- 
looms have recorded a more gradual decline. Other categories of uses 
have expanded at a verv fast rate, and now consume nearlv one-third 
of the domestic sales of yarn . 

The upward trends in the total supply of cloth have been in opera¬ 
tion simultaneously with major changes in the relative importance of 
each supplier. Mills have been the greatest beneficiaries, and imjiorts 
the largest losers. Handloorns have recorded a decline in the volume 
of output, relatively as well as proportionateh. New sources of supjily 
have appeared, powcrloom and hosiery factories being the most impor¬ 
tant of these. Simultaneously, diversification of [production into higher 
counts of yarn, and of cloth, has taken place. 

Exports at a reasonable level are the key to overall stability in the 
entire cotton textile industry in the immediate future. 

6. The emphasis shifted from productit)n to sales in the inter-war 
period. Idle mills, recurring stock crises and intensified competition, 
internal as well as external, were among the most significant aspects of 
the prolonged period of ‘ weak ’ selling. The operation of these forces 
was localised, in the first instance, to Bombay mills. It became, how¬ 
ever, universal in the course of the thirities. 

A seller's market obtained almost upto the end of 1951, although 
the climax had probably been reached by 1946 or 1947. 

The post'W^ar years saw two major influences at work : conversion 
of a large section of the industry to fine spinning and weaving, and 
remarkable year to year instability in the production structure. 

1951-52 records a sharp reversal of these tendencies. Higher pro¬ 
duction and a lower volume of exports have made available an extra 
1,200 million yards for internal consumption. The re-emergence of 
some tendencies similar to those that dominated the market in the inter¬ 
war period is of crucial significance. 
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7. The mill industry upto the beginning of the seller's market 
the forties was oriented to wholesaler domination. The most sii:ni 
I'lcant functional aspects of the wholesaling agencies were the det(‘mii 
nation of price diHerentials between the products of individual 
companies, and the carrying of stocks. 

The strength of oj>eration of their influence wd> drasticalK su!>Jued 
in the I94()\s. The return to more normal conditions of marketing in 
i95i-=)2 has also imi)lieil a resumption of their functional role, aithougl? 
it is too early to accurately assess their relative strength in textile 
marketing prcsentlv. 

S. Prior ic* India constitutei.1 an expanding market h-r 

cloth, both in terms of the size of the total market, as well as per capitj. 
availability of C(;tton textiles. The rate of increase in the latter [xr- 
ccptibly slowed down in the intcr-war vears. 

Greater acceptance of certain dress jxitterns has es'oivcd in liie last 
few decades. This makes tor keener competition between j)ro(^llcer^ in 
a market that is !Kitional rather than regional. 

Kstablishecl dress t)atterns, sanctioned by tradition and .habit, arc 
being increasingly subjected to the influence of many different forces, 
which detract from the stability of dress patterns. 

Rayon has emerged as an important competitor will) cotton textile 
])nHiucts in the fine section of the mill industry. The points of com 
jvetitive contact have increased, althougli they are mainlv confined 
at jiresent to the field of feminine attire. 

9. The ejuantum of financial resources required by the cotton 
mill industry has increased manifold in the last fifteen years. Simul¬ 
taneously, the reliance on outside finance has increased, especially after 
1946. The main source of outside finance, partly displacing several 
older agencies, is commercial banks. 

Industrial maturity has been a major influence affecting the finan¬ 
cial management of mills. It has reflected itself into a slower rate of 
increase in spinning and weaving equipment, and in the locational pat¬ 
tern of mills in the course of erection. The relationship between the 
wages paid and the profits earned has altered drastically against the 
latter. Investors have^ not altogether failed to recognise the significiincc 
of these changes, which have reflected themselves in share prices, on 
the one hand, and the difference between share prices and intrinsic 
value, on the other. The proportion of fixed and overhead costs is 
today higher than used to be^thc case, which adds to the liability of jiro- 
fits to fluctuate from year to year, and to the comfdexitics of financial 
management. 
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The assets structure records, over a period of fifteen years, a rise in 
the proportion of working capital, from being less than one-half in 1937 
to being over three-quarters presently. Furthermore, a smaller propor¬ 
tion of working capital now consists of cash and other similar liquid 
resources, which implies, ipso facto, greater susceptibility to downwani 
price movements. 

The volume of gross investment in ‘ fixed * capital is estimated at 
Rs. 100 crores for the industry as a whole in the years 1946-47 to 1951- 
52. Investment in fixed capital has been fairly general, the largest 
companies recording the greatest increases in the values of fixed capital 
investment. 

The net results of larger requirements of working capital, and the 
high level of investment in fixed capital are reduced liquidity and a 
larger measure of reliance on bank credit. 

The financial patterns, as now crystallising, are far more complex 
and more vulnerable. 

between scale of operations and the rate of profit, it is submitted, 
there is no necessary correlation. 

The Indian cotton textile industry, to sum up, emerges in the 
1950’s with a larger measure of complexity on all sides than was the 
case at any earlier period of its existence. 
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l>clow is supplied 1\ list of the mills studied for the purposes of 
the present study : 

BOMBAY: 

1. Shree Rain Mills. 

2. Khatau Mills. 

^5. New ("ity Mills. 

4. New (neat Eastern Milts. 

5. Empire Dvein^ Works. 

6. Swan Mills. 

7. Gold Mohur Mills. 

S. Finlav Mills. 

AHMEI 3 ABAD : 

1. Arvind Mills. 

2. Saraspur Mills. 

4. (Calico Mills. 

4. Rohit Mills. 

5. New Commercial Mills. 

6. Vijaya Mills. 

7. Maheshwari Mills. 

DELHI : 

1. Delhi Cloth Mills (Nos. i, 2 & ^). 

2. Swatantra Bharat Mills. 

COIMBATORE : 

T. Laxmi Mills. 

2. (Y)imbatore SpinninjT & Weaving Mills. 

3. Kothari Textiles. 

4. Pankaja Mills. 

5. P.S.G. Institute. 

6. Tcxtools. 

MADURA : 

1. Madura Mills (Nos. i & 2). 

2. Pandyan Mills. 

3. Balakrishna Mills. 

4. Raja Mills. 
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